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Fidelity Southern Corporation (“Fidelity”), a Georgia corporation incorporated on
August 3, 1979, is registered as a bank holding company under the Bank Holding
Company Act of 1956, as amended.

Fidelity Bank was founded in 1974 and is one of the largest community banks in metro
Atlanta.

Fidelity Southern Corporation, through its operating subsidiaries Fidelity Bank and
LionMark Insurance Company, provides banking services and credit-related insurance
products through 27 branches in metropolitan Atlanta, Georgia, a branch in Jacksonville,
Florida, and an insurance office in Atlanta, Georgia. SBA, Indirect Automobile, and
Mortgage loans are provided through employees located throughout the South.

As of December 31, 2011, Fidelity had total assets and shareholders’ equity of $2.23
billion and $167 million, respectively.

Our Mission:

Fidelity’s mission is to continue growth, improve earnings and increase shareholder value;
to treat customers, employees, community and shareholders according to the Golden Rule;
and to operate within a culture of strong internal controls.

Common Stock:

Fidelity’s common stock trades on the NASDAQ Global Select Market under the symbol
LION.

Annual Meeting:

The Annual Meeting of Shareholders will be held on Thursday, April 26, 2012, at 3:00 p.m.
in Fidelity’s Board Room, Suite 1550, at 3490 Piedmont Road, N.E., Atlanta, Georgia 30305.



LETTER FROM THE CHAIRMAN

March 19, 2012

Dear Shareholders and Friends:

Our goal has been to be the number one community bank with the best customer service in town.
Our path of steady, planned growth has served us well. Circumstances beyond our control have certainly
helped contribute to this goal. Most 1mportant though is that we hlre bright, energetlc happy, and
committed folks and follow up with on-going training.

Your board plans to continue to participate in FDIC-assisted transactions which are strategically as
well as economically meaningful for us. Our focus on capital, credit, and liquidity will not change. While
2011 continued to be a building time, we expect good results to show this year from what we accomplished

over the last several years.

We appreciate your business and your interest.

Sincerely,

i @ W o

James B. Miller, Jr.
- ghairman
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PART 1
Item 1.: Business S 1
General

* Fidelity Southern Corporation (“FS€”or “Fidelity”) is a bank holding company headquartered in Atlanta, Georgia. We
conduct operations primarily though Fidelity Bank, a state chartered wholly-owned subsidiary bank (the “Bank™). The Bank was
organized as a national banking corporation in 1973 and converted to a Georgia chartered state bank in 2003. LionMark Insurance
Company (“LIC”)is a wholly-owned subsidiary of FSC and is an insurance agency offering consumer credit related insurance
products. FSC also owns five subsidiaries established to issue trust preferred securities. The “Company”, “we” or “our”, as used
herem 1ncludes FSC and lts subsrdrarles unless the context otherW1se requ1res : '

At December 31,2011, we had total assets’ of $2 235 bllhon total loans of $1 757 billion, total deposns of $1. 872 billion, -
and sharehoiders equity of $167.3 million. In addition, in October 2011-we acquired Decatur First Bank, with approximately $79.4.
million in loans and $169.9 million in deposits, in an FDIC-assisted acquisition. For more general information about our business and
recent material transactions, see Item 7. — Marntagement’s Discussion and Analysis of Financial Condition and Results of Operation.

Forward-Looklng Statements

Th1s report on: Form 10- K 1ncludes forward—lookmg statements. wrthm the meaning of Sect;on 27A of the Securities Act of
1933, as' amended and Section 21E of the Securities Exchange Act of 1934, as amended, that reflect our current expectations relating
to present or future trends or factors generally affecting the banking industry and speciﬁcally affecting our -operations, markets and

""" ”? “projects,” “intends,” and

similar expressmns are intended to identify forward-looking statements. These forward-looking statements are based upon
assumptions we believe are reasonable and may relate to, among other things, the difficult economic conditions and the economy’s
impact on operating results; credit quality, liquidity, capital, the adequacy of the allowance for loan losses, changes in interest rates,
and litigation results. These forward-looking statements are subject to risks and uncertainties. Actual results could differ materially
from those pI'O_] jected for many reasons, 1nc1ud1ng w1thout limitation, changing events and trends that have influenced our assumptions.

- These trends and: events include D I'lSkS assoc1ated with our loan portfolio, including difficulties in maintaining quality loan
growth, greater loan losses than hxstonc levels, the risk of an insufficient allowance for loan losses, and expenses associated with
managing nonperforming assets, unique risks associated with our construction and land development loans, our ab111ty to maintain and
service relatlonshlps with automoblle dealers and indirect automobile loan purchasers and our ability to profitably manage changes in
our indirect automobile lending operations; (2) risks associated with adversé economic conditions, including risk of continued
stagnatron in real estate values in the Atlanta, Georgia, metropolitan area and in eastern and northern Florida markets, conditions in -
the financial markets and economiic conditions gererally and the impact of efforts to address difficult market and economic
conditions; a stagnant economy and its impact on operations and credit quality, the impact of a recession on our consumer loan’
portfolio and its poteritial impact on our commercial portfolio, changes in the interest rate environment and their impact on our net -
interest margin, and inflation; (3) risks associated with government regulation and programs, including risks arising from the terms of
the U.S. Treasury Department’s (the “Treasury’s”) equity investment in us, and the resulting limitations on executive compensation
imposed through our participation in thé TARP Capital Purchase Program, uncertainty with respect to future governmental-economic
and regulatory measures, including the ability of the Treasury to unilaterally amend any provision of the purchase agreement we '
entered into as part'of the TARP Capital Purchase Program, new regulatory requirements imposed by the Bureau of Consumer -
Financial Protection, new regulatory requirements for residential mortgage loan services, the winding down of governmental
emergency measures intended to stabilize the financial system, and numerous legislative proposals to further regulate the financial
services industry, the impact of and adverse changes in the governmental regulatory requirements affecting us, and changes in
political, legislative and economic conditions; (4) the ability to maintain adequate liquidity and sources of liquidity; (5) our ability to
maintain sufficient capital and to raise additional capital; (6) the accuracy and completeness of information from customers and our
counterparties; (7) the effectiveness of our controls and'procedures; (8) our ability to attract and retain skilled people; (9) greater
competitive pressures among financial institutions in our market; (10) failure to achieve the revenue increases expected to result from
our investments in our growth strategies, including our branch additions and in our transaction deposit and lending businesses; (11) the
volatility and limited trading-of our common stock; (12) the impact of dilution on our common stock; (13) risks related to FDIC-
-assisted transactions; compliarice with certain requirements under our FDIC loss share agreements; changes in national and local
economic conditions resulting in higher charge-offs not covered by the FDIC loss share agreement and(14) risks assomated with
technological changes and the possibility of Cyber fraud.

This list is intended to identify some of the principal factors that could cause actual results to differ materially from those
described in the forward-looking statements included herein and are not intended to represent a complete list of all risks and
uncertainties in our business. Investors are encouraged to read the risks discussed under “Item 1A. — Risk Factors.”



Market Area, Products and Services

The Bank provides an array of financial products and services for business and retail customers primarily through 26 branches
in Fulton, DeKalb, Cobb, Clayton, Gwinnett, Rockdale, Coweta, Henry, Morgan, Greene, and Barrow Counties in Georgia, a branch in
Jacksonville, Duval County, Florida, and on the Internet at www.lionbank.com. The Bank’s customers are primarily individuals-and
small and medium sized businesses located in Georgia. Mortgage and construction loans are also provided through a branch in
Jacksonville, Florida. Mortgage loans, automobile loans, and Small Business Administration (“SBA”) loans are provided through
employees located throughout the South. S P e s :

The Bank is primarily engaged in attracting deposits from individuals and businesses and using these deposits and borrowed
funds to origihate commercial and industrial loans, commereial loans secured by real estate, SBA loans, construction and residential
real estate loans, direct and indirect automobile loans, residential mortgage and home equity loans, and secured and unsecured
installment loans. The Bank offers business and personal credit card loans through a third party agency relationship. Online banking,
including online bill pay, and online cash management services are.availableto individuals and businesses, respectively. Additionally,
the Bank offers businesses remote deposit services, which allow participating companies to scan and electronically send deposits to .
the Bank for improved security and funds availability: The Bank also.provides international trade services. Trust services and .
merchant services activities are provided through agreements with third parties. Investment services are provided through an,
agreement with an independent broker-dealer. ‘

We have generally grown our assets, deposits, and business internally by building on our lending products, expanding our
deposit products and delivery capabilities, opening new branches, and hiring experienced bankers with existing customer relationships
in our. market.. We do not purchase loan participations. from any other financial institution. We have participated in a FDIC-assisted
transaction and will continue to review the ‘opportunities. - . :

Deposits - -

The Bank offers a full range of depoéitofy accbunts and sérvices to. both. individuals and bﬁsinesse's. As of December 31,
2011, deposits totaled $1.872 billion, consisting of: . , .

December 31, 2011. December 31, 2010
Amount % - Amount. - %

(Dollars in millions)

1,872 100.0% $1,613 100.0%

.. During 2011, the Bank.continued a marketing program to increase the number and volume of our personal and business
demand deposit accounts with the goals of building relationships with existing customers, adding new customers, increasing
transaction accounts, and helping manage our cost of funds. Deposits also increased due to the FDIC-assisted acquisition of Decatur
First Bank. We believe the marketing program has been a contributing factor to the growth in the Bank’s core deposits in 2011.
Based on the success of this program, the Bank intends to continue this marketing program during 2012. -

Lending

The Bank’s primary lending activities include commercial loans to small and medium sized businesses, SBA sponsored . -:
loans, consumer loans (primarily indirect automobile loans), construction loans, and residential real estate loans.. Commercial lending
consists of the extension of credit for business purposes, primarily in the Atlanta metropolitan area. SBA loans, originated in the
Atlanta metropolitan area and throughout the South, are primarily made through the Bank’s SBA loan production offices located-in
Georgia, Tennessee, Florida, North Carolina and Texas. Indirect loans are originated in Georgia, Florida, North Carolina, South
Carolina, Alabama, Mississippi, Virginia.and Tennessee.’ The Bank offers direct installment loans to consumers on both a secured and
unsecured basis. -Secured construction loans to-homebuilders and developers and residential mortgages are primarily made in the
Atlanta, Georgia, and Jacksonville, Florida, metropolitan areas. ' .



* As of December 31, 2011; the Bank had total loans outstanding, including loans held-for'-sale, consisting of:

Total Loans Held-for—Sale . Loans .~

(In thousands)

Qonstruction

Certam of the followmg discussions are il part based on the Bank deﬁned loan portfohos and: may not conform to the-above

class1ﬁcat10ns e e e T e B L ~ : ‘ :
Commerczal and Industrtal Lendmg

The Bank ongmates commerc1al and 1ndustr1al loans whlch mclude certam SBA loans comprrsed of part1ally gaaranteed
loans: and other credit‘enhanced-loansithat are generally: secured by busmess_property.such as inventory; equipment and accounts ..
receivable. All commercial loans-are evaluated:for the adequacy of repayment sources at the time of approval and are regularly
reviewed for any deterioration in the ability of the borrower to repay the loan. In most instances, collateral is required to provide an
additional source of repayment in the event of default by the borrower. The amount and type of the collateral vary from loan to loan
depending on:the. purpose of'the loan; the financial strength of the borrower, and:the-amount and terms of the:loan. In general the
Bank additionally requires personal guarantees on these loans o o - : : e

Commercial Real Estate Lending

The Bank engages in commercial real estate lending through direct originations. The Bank does not purchase loan
participations from other banks, although:in 2011 the Bank did purchase approximately:$12 million of commercial real estate loans
from the FDIC through a failed bank acquisition. The Bank’s primary focus is on originating owner-occupied loans to finance real
estate out of which an individual or company will operate their business. Non-owner occupied real estate loans-for-investment
purposes are made on a selective basis and only where the borrowers or guarantors add substantial support to their credit. Loans
where-the-sole source of repayment is:derived: from the project, or where the absence of the project’s success would callinto question
the ability of the borrower to service the debt, are avoided. The Bank’s commercial real estate loans are made to individuals and to
small and medium sized businesses to provide loan diversification, to generate assets that are sensitive ta fluctuations in interest rates,
and to generate deposit and other relationships. Commercial real estate loans are geénerally prime-based floating-rate loans or shorter-
term (one to five:year) fixed:rate loans.. Approximately 57% of our.commercial real estate. loans are.owner occupied real estate loans.
The remaining nen-owner occupied doans were made:to established commercial customers for purposes other than retail development

The Bank’s portfolio of SBA loans and SBA loans held-for-sale are primarily commercial real estate related w1th a portlon
of each loan guaranteed by the SBA or with other credit enhancements provided by the government. - :

Indzrect Automobtle Lendmg s R S
4 The Bank purchases on-a nenrecourse bas1s consumer 1nstallment contracts secured by new, and used vehlcles purchased by
consumers front franchised motor vehicle.dealers and selected independent dealers located throughout the Southeast. A portion of the
indirect automobile loans the Bank originates is generally sold with servicing retained. During 2011, the Bank produced
approximately $644 million of indirect automobile loans, while profitably selling $140 million to third parties with servicing retamed

At December 31, 2011, we were servicing $206 million in loans we had sold, primarily to other financial institutions.
Consumer Lending o

‘The Bank’s.consumer lendlng activity primarily consists of indirect: aui;omobrle lending. ‘The Bank also makes direct
consumer loans (mcludmg drrect automoblle loans), residential mortgage and home equlty loans and secured and unsecured personal
loans ‘ , : L e ; ; . . .

i

Real Estate Constmctzon Lendzng

The Bank ongmates real estate construcnon loans that consrst pnmanly of one-to four famlly resrdentlal construcuon loans
made to-builders: Loan disbursements are closely monitored by management to ensure that funds are being used strictly for the
purposes agreed upon'in-the loan:covenants. The Bank employs both internal staff'and external inspectors to ensure that requests for
loan disburséments are substantiated by regular.inspections and reviews. Construction.and;development loans are similar.to all . .
residential loans in that borrowers are underwritten according to their adequacy of repayment sources at the time of approval: Unlike



conventional residential lending, however, signs of deterioration in a construction loan or development loan customer’s ability to
repay the loan are measured throughout the life of the loan and not only at origination or when the loan becomes past due. In most

- instances, loan amounts are limited to 80% of the appraised value upon completion of the construction project. The Bank originates
real estate construction loans throughout Atlanta, Georgia, and Jacksonville, Florida.

Real Estate Mortgage Lending

The Bank’s residential mortgage loan business focuses on one-to-four family properties. We offer Federal Housing
Authority (“FHA”), Veterans Administration (“VA™), and conventional and non-conforming residential mortgage loans. The Bank
operates our retail residential mortgage banking business from multiple locations in the Atlanta metropolitan area, Jacksonville,
Florida, Colorado Springs, Colorado, Savannah, Georgia and Loudon, Virginia. We also operate a wholesale lending division
purchasing loans from qualified brokers and correspondents in the Southeast and Mid-Atlantic regions. The Bank is an approved
originator and servicer for the Federal Home Loan Mortgage Corporation (“FHLMC”) and the Federal National Mortgage Association
(“FNMA”), and is an approved originator for loans insured by the Department of Housing and Urban Development (“HUD”).

The balances of mortgage loans held-for-sale fluctuate due to economic conditions, interest rates, the level of real estate
activity, the amount of mortgage loans retained by the Bank, and seasonal factors. During 2011, we originated and sold to third
parties approximately $1.3 billion in mortgage loans. As seller, the Company makes certain standard representations and warranties
with respect to the loans being transferred. To date; the Company’s repurchases of mortgage loans prevrously sold have been de
minimus. . :

At December 31, 2011, we employed 174 employees 1nclud11ig 89 loan orlgmators The Bank primarily sells ongmated
residential mortgage loans and brokered loans to investors, retaining servicing on a significant amount of the sales. Management
expects mortgage banking division activity for 2012 to be comparable to 2011.

Credit Card Services

The Bank offers business and personal credit eards through a 'tnird party agency relarionship;
Brokerage Services i | | |

The Bank offers a full array of brokerage products through an agreement with an independent full service-broker-riealer.
International Trade Services o | - | |

The Bank provides services to individuals and business clients to meet their international business requirements. Letters of
credit, foreign currency drafts, forelgn and documentary collections, export finance, and international wire transfers represent some of
the services provided.

Investment Securities

At December 31, 2011, we owned investment securities totaling $278 million. Management’s conservative investment
philosophy attempts to limit risk in the portfolio, which results in less yield through less risky investments than would otherwise be
available if we were more aggressive in our investment philosophy. Investment securities include debt securities issued by agencies of
the U.S. Government mortgage backed securities issued by U.S. Government agencies, bank qualified municipal bonds, and FHLB
stock. : : .

Significant Operating Policies
Lending Policy

The Board of Directors of the Bank has delegated-lending authority to our management, which in turn delegates lending
authority to our loan officers, each of whom is limiteg as to the amount of secured and unsecured loans he or she can make to a single
borrower or related group of borrowers. As our lending relationships are important to our success, the Board of Directors of our Bank
has established loan approval committees and written guidelines for lending activities. In particular, the Officers’ Credit Committee
reviews lending relationships with aggregate relationship exposure exceeding $250,000. In addition, the Officers’ Credit Committee
approves all credit for commercial loan relationships up to $5 million and for residential construction loan relationships up to $5
million. The Loan and Discount Committee must approve all credit for commercial loan relationships exceeding $5 million and all
residential construction loan relationships exceeding $5 million. The Bank’s policy on calculating total exposure to an entity or
individual, or related group of entities or individuals is more encompassing than that required under law and calls for the combining of
all debt to all related entities regardless of the presence of mdependent sources of repayment or other condrtrons that might otherwise
allow a portion of debt to be excluded. . : :



The Bank’s written guidelines for lending activities require, among other things, that:

. secured loans be made to persons and companies who maintain depository relationships with the Bank and who are well-
established-and have adequate net worth, collateral, and cash flow to support the loan; :

. unsecured loans be made to pefsons who maintain depository relationships with the Bank and have significant financial
strength; ' ‘ ‘ ‘

. real estate loans be secured by real property located primarily in Georgia or primarily in the South for SBA loans;

. working capital loans be repaid out of conversion of assets or earnings of the commercial borrower and that such loans
generally be secured by-the assets of the commercial borrower; and

. loan renewal requests be reviewed in the same manner as an application for a new loan.

Residential construction loans are made through the use of officer guidance lines, which are approved, when appropriate, by
the Bank’s Officers’ Credit Committee or the Loan and Discount Committee. These guidance lines are approved for established
builders and developers with track records and adequate financial strength to support the credit being requested. Loans may be
granted for speculative starts or for pre-sold residential property to specific purchasers.

All mortgage loans are originated to FNMA, FHLMC, GNMA, and other similar investor standards and guidelines.

Loan Review and Nonperforming Assets

The Bank’s Credit Review Department reviews the Bank’s loan portfolios to identify potential deficiencies and recommends
appropriate corrective actions. The Credit Review Department reviews more than 30% of the commercial and construction loan
portfolios and reviews 10% of the consumer loans originated annually. In 2011, we reviewed more than 80% of the construction and
commercial portfolios. The results of the reviews are presented to the Bank’s Loan and Discount Committee on a monthly basis.

The Bank maintains an allowance for loan losses, which is established and maintained through provisions ¢harged to
operations. Such provisions are based on management’s evaluation of the loan portfolio, including loan portfolio concentrations,
current economic conditions, the economic outlook, past loan loss experience, adequacy of underlying collateral, and such factors
which, in management’s judgment, deserve consideration in estimating losses.

Management also models the valuation of collateral dependent real estate loans and Other Real Estate (“ORE”) based on the
latest appraised value, trends of similar property values within the Bank’s market and the Bank’s own observations and experience
with similar properties. At least quarterly, valuations are decreased to take into account the aging of the appraisals. Loans are charged
off when, in the opinion of management, such loans are deemed to be uncollectible. Subsequent recoveries are added to the
allowance. '

Asset/Liability Management

The Company’s Asset/Liability Committee (“ALCO”) manages on an overall basis the mix of and terms related to the
Company’s assets and liabilities. ALCO attempts to manage asset growth, liquidity, and capital in order to reduce interest rate risk
and maximize income. ALCO directs our overall acquisition and allocation of funds and reviews and sets rates on deposits, loans, and
fees. SRS : ~

Investment Portfolio Policy

- The Company’s investment portfolio policy is designed to maximize income consistent with liquidity, risk tolerance,
collateral needs, asset quality, regulatory constraints, and ‘asset/liability objectives. The policy is reviewed at least annually by the
Boards of Directors of FSC and the Bank. The Boards of Directors are provided information on a regular basis concerning significant
purchases and sales of investment securities, including resulting gains or losses. They are also provided information related to average
maturity, Federal taxable equivalent yield, and appreciation or depreciation by investment categories. The Board of Directors is
responsible for the establishment, approval, implementation, and annua) review of interest rate risk management strategies,
comprehensive policies, procedures, and limits. Senior management is responsible for ensuring that board-approved strategies,
policies, and procedures are appropriately executed through a robust interest rate risk measurement process and systems to assess
exposures. B



Supervision and Regulation

‘The following is a brief summary of FSC’s and the Bank’s supervision and regulation as financial institutions and is not
intended to be a complete discussion of alt NASDAQ Stock Market, state or federal rules, statutes and regulations affecting their
operations, or that apply generally to business corporations or NASDAQ listed compames Changes in the rules, statutes and
regulations apphcable to FSC and the Bank can affect the operating environment in substantial and unpredxctable ways.

General o
We are a registered bank holding company subj ect to regulatron by the Board of Governors of the Federal Reserve System
(the “Federal Reserve”) under the Bank Holding Company Act of 1956, as‘amended (the “Act”). We are‘required to file annual and
quarterly fmanmal mformatlon wrth the F ederal Reserve and are subJect to penodlc examination by the Federal Reserve

The Act: requrres every bank holdmg ‘company to obtam the Federal Reseérve’s prior approval before (1)it may acquire direct
or indirect ownership or control of more than 5% of the voting shares of any bank that it does not already control; (2) it or any of its
non-bank subsidiaries may acquire all or substantially all of the assets of a bank; and (3) it may merge or consolidate with-any other
bank holding company. In addition, a bank holding company is generally prohibited from engaging in, or acquiring, direct or indirect
control of the voting shares of any company engaged in nofi-bankirig activities. - This prohibition does not apply to activities listed in
the Act or found by the Federal Reserve, by order or regulation, to be closely related to banking or managing or controlling banks as to
be a proper incident thereto. Some of the activities that the Federal Reserve has determined by regulation:or order to be closely related
to bankjng are:

. makmg or serv1cmg Ioans aiid certain types of leases

. performmg certain data processmg servrqes, ‘ o

*  acting as fiduciary or investment or financial advisor;

* providing brokerage services; ; ;

* underwriting bank eligible securities; ERR RENE . g
* underwriting débt and'equity securities on.a limited basis through separately capitalized subsidiaries; and |
. 'maklng investments in corporations or projects designed pnmarlly to promote communlty welfare.

Although the act1v1tfes of baiik holding compames ‘have tradltlonally been limited to the busmess of bankmg and act1v1t1es
,closely related or incidental to banking (as discussed above), the Gramm-Leach-Bhley Act (the “GLB Act”) relaxed the prévious
‘Tirhitations and permitted bank holding compames to engage ina ‘broader range of financial activities. Speelﬁcally, bank holding
companies may elect to become financial holding companies, which may affiliate with securities firms, and insurance companies and
.engage in other activities that are financial in nature. -Among the activities that are deemed “financial in nature” include:

* lending, exchanging, transferring, investing for others or safeguarding money or securities;

* insuring, guaranteeing, or indemnifying against loss, harm, damage, illness, d1sab111ty, or death, or provrdmg and issuing
annuities, and acting as principal, agent, or broker w1th respect thereto; . e :

*  providing financial, investment, or economic advrsory services, including adv1smg an mvestment company;

* issuing or selling instruments representing interest in pools of assets permissible for a bank to hold directly; and

¢ underwriting, dealing in or making a market in securities.

A bank holding company may become a financial holding company under this statute only if each of its subsidiary banks is
well capitalized, is well managed ‘and has atléast a satisfactory rating under the Community Reinvestment ‘Act.- A bank holding
company that falls out of complianice with such requirement may be required to'cease engaging in certain activities. Any bank holding
company that does not elect to becoriie a financial holding company remains subject to the bank holdlng company restrictions of the
Act’F 1de11ty has no current plans to reglster asa ﬁnanc1a1 holdmg company : ‘

Fldehty must also register with'the Geetgia Department of Bankmg and Finance (“GDBF”) and ﬁ]e penodlc 1nformat10n
with the GDBF. - As part of such registration, the GDBF requires information with respect to the:financial condition, operatlons
management and intercompany relationships of Fidelity:and the Bank and related matters. The GDBF may also require such other
information as is necessary to keep itself informed as to whether the provisions of Georgia law and the regulations and orders issued
there under by the GDBF have been complied with, and the GDBF may examine Fidelity and the Bank. The Florida Office of
Financial Regulation (“FOFR”) does not examine or directly regulate out-of-state holding companies for banks with a branch located
in the State of Florida.

Fidelity is an “affiliate” of the Bank under the Federal Reserve Act, which imposes certain restrictions on (1) loans by‘ the
Bank to Fidelity, (2) investments in the stock or securities of Fidelity by the Bank, (3) the Bank’s taking the stock or securities of an
“affiliate” as collateral for loans by the Bank to a borrower, and (4) the purchase of assets from Fidelity by the Bank. Further, a bank



holding company and its subsidiaries are prohibited from engaging in certam tie-in arrangements in connectlon with any extension of
credit, lease or'sale of property or furmshmg of serv1ces :

The Bank is regllarly exammed by the Federal’ Dep051t Insurance Corporatron (the “FDIC”) Asa state bankmg assoc1at10n
organized under Georgia law, the Bank is subject to the supervision of; and is regularly examined by, the GDBF. The Bank’s Florida
branch is subject to examination by the FOFR. Both the FDIC and GDBF must grant prior approval of any merger consohdatlon or
other corporatlon reorgamzatron mvolvmg the Bank. DR

T ARP Capital Purchase Program

On October 14, 2008, the Treasury announced. the: Troubled ‘Asset Relief Program (“TARP”) Capital Purchase Program (the
“Program”). The Program was instituted by the Treasury pursuant to the Emergency Economic Stabilization Act of 2008 (“EESA”),
to provide up to $700 billion to the Treasury to, among other things, take equity positions in financial institutions. The Program is
intended to encourage U.S. Financial 1nst1tut1ons to bu11d capltal and thereby increase the flow of financing to businesses and
consumers.- E SRR e : ~ -

On Dec,ember 19, 2008, as part of the Program, Fidelity entered into a Letter Agreement (“Letter Agreement”) and a
Securities Purchase Agreement — Standard Terms with the Treasury, pursuant to which Fidelity agreed to issue and sell, and the
Treasury agreed to purchase (1) 48,200 shares: (the “Preferred Shares”) of Fidelity’s Fixed Rate Cumulative Perpetual Preferred Stock,
Series A, havirg a liquidation preference of $1 000 per:share, and (2) a ten-year warrant (the “Warrant™) to purchase up to 2,266,458
shares of'the Company’s common stock atan exercise prrce of $3.19 per share, for an aggregate purchase pnce of $48.2 million in
cash. 2 . : .

In connection with Fidelity’s participation with the Program, Fidelity adopted the Treasury’s standards for executive
compensation and corporate governance set forth in section 111 of EESA and any guidance or regulations adopted thereunder for the
period during which the Treasury holds €quiity issued under the Program. To ensure compliance with these standards, within the time
frame prescribed by the Program, Fidelity has entered-into agreements with its senior executive officers who would be subject to the -
standards. The executive officers have agreed to, among ether things, (1) “clawback” provisions relating to the repayment by the
executive officers of incentive compensation based on materially inaccurate financial statement or performance metrics and (2) -
limitations on-certain post—termination ‘parachiite” payments. ‘In addition, the Letter' Agreement provides that the Treasury may
unilaterally amend any’ provrsron of the Letter Agreement to the extént requlred to ¢omply with any changes in applicable federal law

On January 26 2012, the Office of the Spec1a1 Inspector General for the Troubled Asset Relief Program (SIGTARP) released
its latest Quarterly Report to Congress: -SIGTARP has recommended that Treasury develop a clear TARP exit path for community
banks, including criteria pertaining to restructurings, exchanges, and sales of its TARP investments. Additionally, Treasury should
assess whether it should ren'egotiate the terms of the Program contracts for those community banks that will not be able to exit TARP
prior to the drvrdend rate mcrease in order to help preserve the value of taxpayers investments.

The Treasury has engaged a consultant to provide cap1ta1 markets dlsposmon services for its remammg Program mvestments
1nc1ud1ng - ~ S : .

*  analyzing, reviewing and documenting financial, business, regulatory, and market information related to potent1a1 transactlons of
program investments;

* advising and momtormg restructuring strategies prior to the disposition of Program investments;

*  reporting on the potential performance of certain Program investments and their disposition given a range of market scenatios and
transaction structures; .

s.. analyzing and proposmg d1spos1t1,on alternatrves and structures mcludmg the use of add1t10nal underwriters, brokers or other
capital markets advisors for the best means and structure to dispose of such assets; and :

¢ .maintaining:a comphance program designed-to detect and prevent violations of Federal securities laws, and 1dent1fy1ng :
-documentmg and: enforcmg controls to mltlgate conﬂrcts of interest. .

Amertcan Recovety and Remvestmem Act of 2009

On February 17 2009 the Amencan Recovery and Remvestment Act of 2009 (“ARRA”) was enacted and the Treasury -
implemented interim:final rules under ARRA on-June 15, 2009 (the “ARRA Regulations”). The ARRA, commonly known as the
economic-stimulus or economic recovery package, includes a. wide variety of programs intended to stimulate the economy and provide
for extensive infrastructure; energy, health, and education needs. In addition, ARRA imposes certain new executive compensation and
corporate-expenditure limits on all current and future TARP recipients, including Fidelity, until the institution has repaid the Treasury,
which is now permitted under ARRA without penalty and without the need to raise new capital, subject to the Treasury’s consultation
with the recipient’s appropriate regulatory agency. The executive compensation standards set forth in the ARRA and ARRA
Regulations include (but are not limited to) (i) prohibitions on bonuses, retention awards and other incentive compensation to certain



executive officers and other highly compensated employees, other than restricted stock grants which do.not fully vest during the
TARP period up to one-third of an employee’s total annual compensation, (ii) prohibitions on golden parachute (e.g., severance)
payments for departure from a company, (iii) an expanded clawback of bonuses, retention awards, and incentive compensation if
payment is based on materially inaccurate statements of earnings, revenues, gains.or-other criteria, (iv) prohibitions on compensation
plans that' encourage manipulation of reperted earnings; (v) retroactive review of bonuses, retention awards and other compensation
previously provided by TARP recipients if found by the Treasury to.be inconsistent with the purposes of TARP or otherwise contrary
to public interest, (vi) required establishment of a company-wide policy regarding “excessive or.luxury expenditures”, and (vii)
inclusion in a participant’s proxy statements for annual shareholder meetings of a nonbinding “say on pay” shareholder vote on the
compensation of executives. :

Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010,

. The Dodd F rank Wall Street Reform and Consumer Protectron Act (“Dodd-Frank Act”) was srgned into law on July 21,
2010. The Dodd-Frank Act affects financial institutions in numerous ways, including the creation of a.-new Financial-Stability
Oversight Council responsible for monitoring and managing systemic risk, granting additional authority to the Federal Reserve to
regulate certain types of non-bank financial companies, granting new authority to the FDIC as liquidator and receiver, abolishing the
Office of Thrift Supervision, changing the manner in which insurance deposit assessments are made, requiring the regulators to
modify capital standards, establishing a new Bureau of Consumer Financial Protection to regulate compliance with consumer laws and
regulations, capping-interchange fees which banks charge merchants for debit card transactions, and imposing new requirements.on
mortgage lenders. There are many provisions in the Dodd-Frank Act mandating regulators to adopt new regulations and conduct
studies upon which future regulation may be based. .It is anticipated that these new regulations will increase Eidelity’s compliance
costs over time, and could have unforeseen consequences as the new legislation is implemented over time.

Temporaiy Ltqmdzty Gaamntee Program

, On November 21 2008, the Board of Drrectors of the FDIC adopted a: ﬁnal rule relatrng to the Temporary Liquidity .
Guarantee Program (“TLG Program™).- The TLG:Program was announced by the FDIC on October 14, 2008, preceded by the
determination of systemic risk by the Treasury, as:an initiative to counter the system-wide crisis in-the nation’s financial sector. -
Under the original TLG Program the FDIC will (i) guarantee, through the earlier of maturity or June 30, 2012, certain newly issued
senior unsecured debt issued by participating institutions and (ii) provide full FDIC deposit insurance coverage for noninterest-bearing
transaction deposit aceounts, Negotiable Order of Withdrawal (“NOW?’) accounts paying less than 0.5% interest per annum and
Interest on Lawyers Trust Accounts held at participating FDIC-insured institutions through June 30, 2010. On June 22, 2010, the
program was extended through December 31, 2010, and the maximum interest rate for guaranteed NOW accounts was lowered from

.50% to .25%. The fee assessment for coverage of senior unsecured debt ranges from 50 basis points to 100 basis poiats per annum,
dependmg on the initial maturity of the debt.- The fee assessment for depesit insurance coverage is 10 bas1s points per quarter on
amounts in covered accounts exceeding $250 000. 4 - .

On November 9, 2010, the FDIC issued a ﬁnal rule to implement Section 343 of the Dodd-Frank Act that provides temporary
unlimited deposit insurance coverage for noninterest-bearing transaction accounts at all FDIC-insured depository institutions. The
separate coverage for noninterest-bearing transaction accounts became effective on December 31, 2010, and terminates on December
31, 2012. Fidelity elected to participate in both guarantee programs. From the inception of the TLG Program through December 31,
2011, Fidelity did not issue any senior unsecured debt. The termination of the guarantee is not expected to have a material impact on
the Company.

_ FDIC Insurance Assessments

- The FDIC maintains the Deposit Insurance Fund (“DIF”) by assessing depository institutions an insurance premium. The
amount each insfitution is assessed is based upon statutory factors that include the balance of insured deposits as well s the degree of
risk the institution poses to the DIF. The Dodd-Frank Act permanently raised the FDIC insurance coverage limit per depositor to
$250,000. In 2009, the FDIC increased the amount assessed from financial institutions by increasing its risk-based deposit insurance
assessment scale. The assessment scale for 2010 ranged from seven basis points of assessable deposits for-the strongest institutions to
77.5 basis points for the weakest. In 2009, the FDIC approved a rule that required insured institutions to prepay their estimated
quarterly risk-based assessments for the fourth quarter of 2009, and for all of 2010, 2011, and 2012." An insured institution’s risk- -
based deposit insurance assessments will continue to be calculated on a quarterly basis, but will be paid from the amount the
institution prepaid until the later-of the date that amount is exhausted-or:June 30,2013, at which point any remaining funds would be
returned to the insured institution. On February 7, 2011, the FDIC approved a final rule implementing changes to the deposit . .
insurance assessment system mandated by the Dodd-Frank Act. . The base on which deposit insurance assessments are charged was
revised from: one based on domestic deposits to one based on-assets. - The assessment rate:schedule was also revised to 5 to 35 basis -
points annually, and fully-adjusted rates will range from 2.5 to 45 basis pomts annually The overall impact of these changes has SR
resulted in a reduction in‘the' Bank’s FDIC insurance premrums : 4 :
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Payment of Dtvtdends

FSC is a legal entrty separate and dlstlnct from the Bank. Most of the revenue we receive results from d1v1dends paid to us
by the Bank. There are statutory and regulatory requirements apphcable to the payment of d1v1dends by the Bank, as well as by us to
our shareholders. :

Under the regulatlons of the GDBF, d1v1dends may not be declared out of the retamed earnings of a state bank w1thout ﬁrst
obtaining the written permission of the GDBF, unless such bank meets all the following requrrements '

(a) total class1ﬁed assets as of the most recent examination of the bank do not exceed 80% of equrty capital (as defined by
-7 regulation); :
= (b) - the aggregate amount of d1v1dends declared or antlclpated to be declared in the calendar year does not exceed 50% of the
net profits after taxes but before dividends for the previous calendar year; and
(c) the ratio of eqmty cap1ta1 to adjusted assets is not less than 6%

The payment of d1v1dends by Fldellty -and the Bank may also be affected or 11m1ted by other factors, such as the requirement
to maintain adequate capital above regulatory guidelines. In addition, if, in the opinion of the-applicable regulatory authority, a bank
under its jurisdiction is engaged in or is about to engage in an unsafe or unsound practice (which, depending upon the financial . : -
condition of the bank, could include the payment of dividends), such authority may require, after notice and hearing, that such bank
cease and desist from such practice.. The: FDIC has issued a policy statement providing that insured banks should generally only pay
dividends out of current operating earnings. In addition to the formal statutes and regulations, regulatory authorities consider the
adequacy of the Bank’s total capital in.relation to its assets, deposits and other such items. . Capital adequacy considerations could
further limit the availability of dividends to the Bank. :

For 2011, the Bank did not pay a cash dividend to FSC, while FSC did pay a $0.01 cash dividend during the third and fourth -
quarters to its common:stockholders. In addition, in 2011, FSC declared a quarterly stock dividend of one share for every 200 shares
owned in the first, second and third quarters. In January 2012, FSC declared a stock dividend of one new share for every 60 shares
owned. The Board of Directors for both the Bank and FSC will review on a quarterly basis whether to declare and pay dividends for
the remainder of 2012, with the declared and paid dividend consistent with current regulatory 11m1tat10ns eammgs capital
requirements, and forecasts of future eamrngs ,

Capital Adequacy -

The Federal Reserve and the FDIC have implemented substantially identical risk-based rules for assessing bank and bank
holding company capital adequacy. These regulations establish minimum capital standards in relation to assets and off-balance sheet
‘exposures as adjusted for credit risk: Banks and bank holding companies are required to have (1) a minimum level of Total Capital (as
defined) to risk-weighted assets of eight percent (8%); and (2) a minimum Tier'1 Capital (as defined) to risk-weighted assets of four
percent (4%). In addition, the Federal Reserve and the FDIC have established a minimum three percent (3%) leverage ratio of Tier 1
Capital to quarterly average total assets for the most highly-rated banks and bank holding companies. “Tier 1 Capital” generally
consists of common equity excluding unrecognized gains and losses on available for sale securities, plus minority interests in equity
accounts of consolidated subsidiaries and certain perpetual preferred stock less certain intangibles: The Federal Reserve and the FDIC
will require a bank holding company and a bank, respectively, to maintain a leverage ratio greater than four percent (4%) if either is .
experiencing or anticipating significant growth or is operating with less than well-diversified risks in the opinion of the Federal -
Reserve. The Federal Reserve and the FDIC use the leverage ratio in tandem with the risk-based ratio to assess the capital adequacy
of banks and bank holding companies. The FDIC and the Federal Reserve consider interest rate risk in the overall determination of a
bank’s capital ratio, requiring banks with greater interest rate risk to maintain adequate capital for the risk.

Section 38 of the Federal Deposit Insurance Act implemented the prompt corrective action provisions that Congress enacted
as a part of the Federal Deposit Insurance Corporation Improvement Act of 1991 (the “1991 Act”). The FDIC has adopted regulations
implementing the prompt corrective action provisions of the 1991 Act, which place financial institutions in the following five
categories based upon capitalization ratios: (1) a “well capitalized” institution has a Total risk-based capital ratio of at least 10%, a
Tier 1 risk-based ratio of at least 6% and a leverage ratio of at least 5%; (2) an “adequately capitalized” institution has a Total risk-
based capital ratio of at least 8%, a Tier 1 risk-based ratio of at least 4% and a leverage ratio of at least 4%; (3) an “undercapitalized”
institution has a Total risk-based capital ratio of under 8%, a Tier 1 risk-based ratio of under 4% or a leverage ratio of under 4%; (4) a

“significantly undercapitalized” institution has a Total risk-based capital ratio of under 6%, a Tier 1 risk-based ratio of under 3% ora
leverage ratio of under 3%; and (5) a “critically undercapitalized” institution has a leverage ratio of 2% or less. Institutions iri any of
the three undercapitalized categories would be prohibited from declaring dividends or making capital distributions. The FDIC
regulations also establish procedures for “downgrading” an institution to a lower capital category based on supervisory factors other
than capital. Regulators are also empowered to place in receivership or require the sale of a bank to another depository institution
when a bank’s capital leverage ratio reaches 2%. Better capltahzed institutions are generally subject to less onerous regulation and
superv1sron than banks with lesser amounts of capital.
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To continue to conduct its business as currently conducted, FSC and the Bank will need to maintain capital well above the
minimum levels. As of December 31, 2011, and 2010 the most recent notifications from the FDIC categorlzed the Bank as “well
capitalized” under current regulatlons RIS o - ;

In 2004, the Basel Commrttee pubhshed anew capltal accord (“Basel II”) to replace Basel 1. Base] II prov1des two
approaches for setting capital standards for credit risk — an internal ratings-based approach tailored to individual institutions’
circumstances and a-standardized approach that bases risk weightings on external eredit assessments to a much greater extent than
permitted in existing risk-based capital. guidelines. Basel'II also sets capital requirements for operational risk and refines the existing
capital requrrements for market rrsk exposures

The Dodd- Frank Act requires the Federal Reserve Board the OCC and the FDIC to adopt regulatrons 1mpos1ng a continuing
“floor” of the Basel I-based capital requirements in.cases where the:Basel II-based capital requirements and. any changes in capital
regulations resulting from Basel III (see below) otherwise would permrt lower requlrements .

In December 2010, the Basel Committee released its final framework for strengthenrng 1nternat10na1 capital and liquidity
regulation, now officially identified bythe Basel Committee as “Basel HI.: Basel IIE; when implemented by the U.S. banking
agencies and fully phased-in, will require bank holdrng companies and ‘their bank subsrdrarres to maintain substannally more:capital,
with a greater emphasis on  common equrty Cow > o

.. The Basel III final caprtal framework among other thlngs, (1) 1ntroduces as.a new caprtal measure “Common Equity T1er I
(“CET1™),(ii) specifies that Tier 1" capital consists:of CET I.and “Additional Tier 1capital” instruments meeting specified
requirements, (iii) defines CET 1 ‘narrowly by requiring that most adjustments to regulatory:capital measures be made.to CET1. and not
to the other components of capital and (iv) expands the scope of the adjustments as compared to existing regulations.. ;

When fully phased-in on January 1, 2019, Basel III requires banks to-maintain (i).as a newly‘adopted.international standard, a
minimum ratio of CET1 to risk-weighted assets ‘of at least 4.5%, plus.a 2:5% “capital conservation buffer” (which is added to the 4.5%
CET1 ratio as that buffer is phased in, effectively resulting.in a minimum ratio of CET1 to risk-weighted assets of at least:7%), (ii) a
minimum ratio of Tier 1 capital to'risk-weighted assets of at least 6.0%, plus the capital conservation buffer (which is added to the
6.0% Tier 1 capital ratio as that buffer is phased in, effectively resulting in a minimum Tier 1 capital ratio of 8.5% upon full
implementation), (iii) a minimum ratio of Total (that is, Tier 1 plus Tier 2) capital to risk-weighted assets of at least 8.0%, plus the
capital conservation buffer (which is added to the 8.0% total capital ratio as that buffer is phased in, effectively resulting in a
minimum total capital ratio of 10.5% upon full implementation) and (iv) as a newly adopted international standard, a-minimum
leverage ratio of 3%, calculated as the ratio of Tier 1 capital to balance sheet exposures plus certarn off balance sheet exposures
(computed as the average for each quarter of the monthhend ratios-for the quarter) I

- Basel IIT also prov1des' fora countercychcal capltal buffer generally to: be 1mposed when national regulators deterrmne that
excess aggregate credit growth becomes associated with a buildup-of systemic risk, that would be a CET1 add-on to the capital -
conservation.buffer in the r range of 0% to 2. 5% when fully nnplemented (potentrally resulting in total buffers.of between 2.5% and
5%). v TRV ; sk

The aforementioned capital conservation buffer is designed to 'absorb%‘losses during periods of economic stress. Banking
institutions with a ratio.of CET1 to risk-weighted assets above the. minimum but below the conservation buffer (or below the
combiried capital conservation buffer-and countercyclical capital buffer, when the latter is applred) will face constraints on drvrdends
equrty repurchases and compensatron based on the amount of the shortfall

The 1mplementatron of the Basel III ﬁnal framework W'lll commence J. anuary 1,2013. On that date bankmg institutions will
be required to meet the following minimum capital ratios:

* 3.5% CETI to risk-weighted assets.
*  4.5% Tier 1 capital to risk-weighted assets.
*  8.0% Total capital to risk—weighted assets.

The Basel I1i ﬁnal framework provrdes fora number of new deductrons from and adjustments to CETI. These include, for
example the requ1rement that mortgage servicing rlghts deferred tax assets dependent upon 1 fiiture taxable inconie and significant
investments in non-consolidated financial entities be deducted from CET1 to the extent that a any one such category exceeds 10% of
CETI1 or all such categories in the aggregate exceed 15% of CETI e

Implementatlon of the deductrons and other adjustments to CETl will begrn on J; anuary 1,2014, and wrll be phased in over a
five-year period (20% per year). The 1mplementatron of the caprtal conservatlon buffer will begin on January 1,2016 at 0.625% and’
be phased-in over a four-year period {increasing by that amount on each subsequent J anuary 1, untrl it reaches 2. 5% on J anuary 1,
2019).
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.- The U.S. banking agencies have indicated informaily that they expect to adopt Basel IH implementing regulations in mid-
2012. Notwithstanding its release of the Basel III framework as a final framework, the-Basel Committee is considering further.
amendments to Basel 111, including the imposition of additional capital surcharges on globally systemically important financial
institutions. In addition to Basel III, Dodd-Frank requires or permits the Federal banking agencies to.adopt regulations affecting . -
banking institutions capital requirements in a number of respects, including potentially more stringent capital requirements for
systemically important financial institutions. Accordingly, the regulations ultimately applicable to the Bank may be substantially .
different from the Basel III final framework as published in December 2011. Requirements to maintain higher levels of capital or to
maintain higher levels:of liquid-assets could adversely impact the Bank’s net income and return on equity.

Internal Control Reporting

The 1991 Act also imposes substantial auditing and repoﬁing requirements and increases the role of independent accountants
and outside directors of banks: - . L ik S wr R :

Commercial Real Estate

In December 2006, the federal banking agencies, including the FDIC, issued a final guidance on concentrations in
commercial real estate lending (the “Guidance?), noting that increases in banks’ commercial real estate concentrations could create
safety and soundness concerns in the event of a significant economic downturn. - The Guidance mandates certain minimal risk
management practices and Categorizes banks with défined levels of such concentrations as banks that may warrant elevated examiner -
scrutiny: The regulatory guideline defines a bank as having a concentration in-commercial real estate if its portfolio of land,
construction (both commercial and residential) and Acquisition and Development loans exceeds 100% of the Bank’s total risk based
capital. The Bank’s ratio decreased from 59% at December 31, 2010, to 56% at December 31, 2011. . The regulatory guideline for all
real estate loans, except owner-occupied property as a percentage of capital is a maximum 0f 300%. The Bank’s ratio decreased from
138% at December 31, 2010, to 136% at December 31, 2011. The Guidance does not formally prohibit a bank from exceeding either
of these two thresholds. “Rather, it defines the circumstances under which a bank will be declared to have a commercial real estate
concentration. Further, the Guidance requires-any such banks with commercial real estate concentrations to have heightened and -
sophisticated risk management systems in place to adequately manage the increased levels of risk. 'While management believes that’
our credit processes, procedures and systems meet the risk management standards dictated by the Guidance; regulatory authorities - .
could effectively limit increases in the real estate concentrations in the Bank’s loan portfolios or require additional credit
administration and management costs associated therewith, or both. ;

Loans. "

Inter-agency guidelines adopted by federal bank regulators mandate that financial institutions establish real estate lending
policies with maximum allowable real estate loan-to-value limits, subject to an dllowable amount of nen-conforming loans as a
percentage of capital. The Bank adopted the federal guidelines in 2001. - et o . oo

Transactions with Affiliates

Under federal law, all transactions between and among a state nonmember bank and its affiliates, which include holding
companies, are subject to Sections 23A and 23B of the Federal Reserve Act and Regulation W. promulgated thereunder.- Generally,
these requirements limit these transactions to a percentage of the bank’s capital and require all of them to be on terms at least as
favorable to the bank as transactions with non-affiliates. In addition, a bank may not lend to any affiliate engaged in non-banking
activities niot permissible for a bank holding company or acquire shares of any affiliate that is not a subsidiary. The FDIC is
authorized to impose additional restrictions on transactions with affiliates if necessary to protect the safety and soundness of a bank.
The regulations also set forth various reporting requirements relating to transactions with affiliates. :

Financial Privacy

In accordance with the GLB Act, federal banking regulators adopted rules that limit the ability of banks and other financial
institutions to disclose non-public information-about consumers to-non-affiliated third parties. These limitations require disclosure of
privacy policies to consumers and, in some circumstances, allow consumers to prevent disclosure of certain personal information to a
non-affiliated third party. The privacy provisions of the GLB Act affect how consumer information is transmitted through diversified
financial companies and conveyed to outside vendors. .~ © tv i ‘ g s

Anti-Money Laundering Initiatives and the USA Patriot Act
A major focus of goverﬁmental._poliéy ,dn ﬁ’na;i‘c‘iai: insﬁiuﬁons in recent years has been aimed at combating terrorist
financing. This'has generally been accomplished byamending existing anti-money laundering laws and regulations. The USA Patriot

Act of 2001 (the “USA Patriot Act”) has iniposed significant new compliance and due diligence obligations, creating new crimes and
penalties. The Treasury issued a number of implementing regulations that apply to various requirements of the USA Patriot Act to us



and the Bank. These regulations impose obligatipns on financial institutions:to maintain appropriate policies, procedures and controls
to detect, prevent and report money laundering and terrorist financing and to verify the identity of their customers. Failure of a
financial institution to-maintain-and implement adequate programs to combat terrorist financing, or to.comply with all of the relevant
laws or regulations, could-have serious legal and reputational consequences for the institution. -

Future Legislation

Various legislation affecting financial institutions and the financial industry is from time to. time introduced in Congress.:
Such legislation may change banking statutes and the operating environment of Fidelity and its subsidiaries in substantial and
unpredictable ways, and could increase or decrease the cost of doing business, limit or expand permissible. activities or affect the -
competitive balance depending upon whether any of this potential legislation will be enacted, and if enacted, the effect that it or any
implementing regulations, would have on the financial condition orresults of operations:of Fidelity or any of its subsidiaries. With
the recent enactments of the Dodd-Frank Act, the nature and extent of future legislative and regulatory changes affecting financial
institutions is very unpredictable at this time.

Competition

.~ The banking business is highly competitive. The Bank competes for traditional bank business. with numerous .other
commercial banks and thrift institutions in Fulton, DeKalb, Cobb, Clayton, Gwinnett, Rockdale, Coweta, Henry, Morgan, Greene, and
Barrow Counties, Georgia, the Bank’s primary market area other than for residential construction and development loans, SBA loans,

,residential mortgages, and indirect automobile loans. The Bank also competes for loans with insurance companies, regulated small

loan companies; credit unions, and certain governmental agencies. The Bank competes with independent-brokerage and investment.
companies, as well as state and national banks and their affiliates and other financial companies. Many of the-companies with whom
the Bank competes have greater financial resources. ' : : . :

.- The.indirect automobile financing and mortgage banking industries are also highly competitive. In the indirect automobile
financing industry, the Bank competes with specialty consumer finance companies, including automobile manufacturers’ captive :
finance companies, in addition to other financial institutions. The residential mortgage banking business competes with independent
mortgage banking companies, state and national banks and their subsidiaries, as well as.thrift institutions and insurance companies.

Employees and Executive Officers

As of December 31, 2011, we had 626 full-time equivalent employees. We are not a party to any collective bargaining
agreement. We believe that our employee relations are good. We afford our employees a variety of competitive benefit programs
including a retirement plan and group health, life and other insurance programs. We also support training and educational programs
designed to ensure that employees have the types and levels of skills needed to perform at their best in their current positions and to -
help them prepare for positions of increased responsibility. :

Executive Officers of the Registrant

- The Company’s executive officers, their ages, their positions with the Company at December 31, 2011, and the period during
which they have served as executive officers, are as follows: : Do o ; .

Name . Age o Since , C Position - - R
James B. Miller, Jr. . R A | <1979+ - Prineipal Executive Officer,:Chairman of the Board and Chief
R A : e - Executive Officer-of Fidelity since 1979; President of Fidelity from
1979 to:April 2006; Chairman of Fidelity Bank since 1998;
President of Fidelity Bank from 1977 to 1997, and from December
2003 through September 2004; and Chief Executive Officer of
Fidelity Bank from 1977 to 1997 and from December 2003 until
present. A director of Fidelity Bank since 1976. Chairman of
LionMark Insurance Company, a wholly-owned subsidiary, since
+November 2004. . ; : '

S

H. Palmer Proctor, Jr. 44 1996 President of Fidelity since April 2006; Senior Vice President of
' Fidelity from January 2006 through April 2006; Vice President of
Fidelity: from April 1996 through January 2006; Director and
President of Fidelity Bank since October 2004 and Senior Vice
+ ~ President of Fidelity Bank from October 2000 through September
2004 Director and-Secretary/Treasurer of LionMark Insurance
Company, a wholly-owned subsidiary, since Ndvember 2004.
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Stephen H. Brolly 48 2008 Principal Financial and Accounting Officer of Fidelity and Chief
Financial Officer of Fidelity and Fidelity Bank since August 2008;
.. Treasurer of Fidelity and Fidelity Bank from May 2006 through
- August 2008. Chief Financial Officer of LionMark Insurance
: Company, a Wholly—owned subsidiary, since August 2008.

David Buchanan . o4 1995 1V1ce Pre51dent of F1de11ty since 1999 Executive Vice President of
' Fidelity Bank since October 2004; and Senior Vice President of
Fidelity Bank from 1995 through September 2004. President of
‘LionMark Insurance Company, a wholly-owned subsidiary, since
November 2004.

Available'llnferriiaﬁon .

) We ﬁle annu,al quarterly, and current reports proxy statements, and other documents with the Securities and Exchange
Commrssron (the “SEC?) under the Securities Exchange Act. The public may read and copy any materials that we file with the SEC
at the SEC’s Public. Reference Room at 450 Fifth Street, NW, Washington, DC.20549. The public may obtain 1nforrnat10n on the
operation of the. Pubhc Reference Room by calhng the SEC at 1-800-SEC- 0330. Also, the SEC maintains an Internet web site that
contains reports, proxy and.information statements, and other information regarding issuers, including Fidelity, that file electronicaily
with the SEC. The pubhc can obtain any documents that we file with the SEC at hitp://www.sec.gov.

We also make avarlable free of charge on or through our Internet web sites (http://www. ﬁdehtysouthern com) or
(http://www .lionbank.com), our Annual Report to Shareholders, our Annual Report on Form 10-K, our Quarterly Reports on Form 10-
Q, our current reports on Form 8-K and:if applicable, amendments to those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securltles Exchange Act as sqon as reasonably practlcable after, we. electromcally file such material with, or furnish it to,
the SEC. . o

Itemv,lA Rtsk Faclors '

The followmg risk factors and other mformatlon mcluded in this Annual Report on Form 10K should be carefully
considered. The risks and uncertainties described below are not the only ones we face. Additional risks and uncertainties not
presently known to us or that we currently-deem immaterial also may adversely impact our business operations. If any of the
following risks occur, our business, financial condition, operating results, and cash flows could be materially adversely affected.

Risks Related to onr;l?usiness

A Stgmﬁcant portton of the Bank ) loan ponfolto is secured by real estate loans in the Atlanta, Georgta, metropolztan area and
in eastern and northern Florida markets, and a.continued downturn in real estate market values in those.areas may adversely
ajfect our business.

, Currently, rour lendmg and, other busmesses are concentrated in the Atlanta Georgia, metropolitan area and eastern and
northern Florida. As of December 31, 2011, commercial real estate, real estate mortgage, and construction loans, accounted for 44.4%
of our total loan portfolio. Therefore, conditions in these markets will strongly affect the level of our nonperforming loans and our
results of operations and financial condition. Real estate values and the demand for commercial and residential mortgages and
construction loans are affected by, among other things, changes in general and local economic conditions, changes in governmental
regulation, monetary and fiscal policies, interest rates and weather. Continued declines in our real estate markets could adversely
affect the demand for new real estate loans and the value and liquidity of the collateral securing our existing loans. Adverse changes
in our markets could also reduce our growth rate, impair-our ability to collect loans, and generally affect our financial condition and
results of operations. . .

Consrruciion and laallalerielqpment loans are subject to unique risks that could adversely affect earnings.

Our construction and land development loan portfolio was $130.0 million at December 31, 2011, comprising 7.4% of total
loans. Construction and.land development loans are.often riskier than home equlty loans or residential mortgage loans to individuals.
During general economic slowdowns, like the one we are currently experiencing, these loans represent higher risk due to slower sales
and reduced cash flow. that.could impact the borrowers” ability to repay on a timely.basis. - In addition, regulations and regulatory
policies affectlng banks and financial services companies undergo continyous change and we cannot predict when changes will occur
or the ultimate effect of any changes: Since the latter part of 2006, there , has been continued regulatory focus on construction,
development and commercial real estate lendmg Changes in the federal policies applicable to construction, developmentor. .,
commercial real estate loans make us subject to- substantlal hrmtatlons ‘with respect to making such loans, increase the costs of makmg
such loans, and require us to, have agreater amount of capltal to. support this kind of lending, all of which could have a material
adverse effect on our proﬁtabrhty or financial condition.
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The A'll’owance for loan losses may"be'insufﬁet_'ent.‘ -

The Bank maintains an allowance for loan losses, which'is established and maintained through provisions charged to
operations. Such provisions are based-on mahagement’s evaluation of the loan portfolio, including loan portfolio concentrations,
current economic ¢onditions, therecoriomic outlook, past l6an loss expenence adequacy of underlying collateral, and such other
factors which, in management’s judgment, deserve consideration in estimating loan losses. Loans are charged off when, in the
opinion of management such loans are deemed to be uncollectlble “Subsequent recoveries are added to the allowance. " *

' The determination of the appropriate level of the allowance for loan losses inherently involves a high degree of subjectivity
and requires management to make significant estimates-of current credit risks and trends, all of which may undergo material changes.
Changes in economic conditions affecting borrowers, new information regarding existing loans, identification of additional problem
loans and other factors may require an increase in the allowance for loan losses. In addition, bank regulatory agencies periodically
review the Bank’s allowance for loan losses and may require an increase in the provision for loan losses or the recoghition of further
loan charge-offs, based on judgments different than those of management. In addition, if charge- -offs in future periods exceed the
estimated charge-offs utilized in determining the sufficiency of the allowance forloan losses, we will need additional provisions to
increase the allowance. Any increases in the allowance for loan losses will result in a decrease innet" incortie and, possibly, regulatory
capital, and may have a material adversé effect on our financial condition and results of operations. See “Allowarice'for Loan Losses”
in Item 7 — “Management’s Discussion and Analysis of Financial Condition and Results of Opetations” located elsewhere in this
report for further discussion’ related to our process for determlnrng the appropnate level of the allowance for loan lesses

The Bank may be unable to maintain and service relationships with automobile dealers and the Bank is sub]ect to thetr
wzllmgness and abtltty to prowde htgh qualtty indirect automobtle loans.

The Bank’s indirect automobile lending operation depends in large part'upon the ab111ty to maintdin and sérvice relatlonshlps
with automobile dealers, the strength of new and used automobile sales, the loan rate and other incentives offered by other purchasers
of indirect automobile loans or by the automobile manufacturers and their captive finance companies, and the continuing ability of the

consumer to qualify for and make payments on high quality automobile loans. There can be no assurance the Bank will be successful
in maintaining such dealer relationships or increasing the number of dealers with which the Bank does business, or that the ‘existing -
dealer base will continue to generate a volume of finance contracts comparable to the volume historically generated by such dealers,
which could have a matenal adverse effect on our-financial cond1t10n and results’ of operations. '

Our proﬁtability depends signiﬁcantly’ on economic co'ndttwns in the Atlanta 'metropohtan area.

Our success depends primarily on the general economic conditions of the Atlanta metropolitan area and the specific local
markets in which we operate Unlike larger national or regional banks that are more geographically diversified, the Bank provides
banking and financial services to customers primarily in the Atlanta metropolitan areas including Fulton, DeKalb, Cobb, Clayton,
Gwinnett, Rockdale, Coweta, Henry, Morgan; Greene, and Barrow Counties. - The local economic conditions in these areas have a
significant impact on the* -démand for our prodiicts and services as well as the ability of our customers to repay loans, the value of the
collateral securing loans and the stability of our deposit funding sources. A significant decline in general economic conditions, caused
by a significant economic slowdown, recession, inflation, acts of terrorism, outbreak of hostilities, or other international or domestic
occurrences, unemployment, changes il securities markets, or other factors could impact these local economlc conditions and, in turn
have a materlal adverse effect on our financial condmon and results of operatlons :

The earnings of. ﬁnanczat services compames are szgmﬁc‘antb: affected by general business and economic conditions.

Our ‘operations and proﬁtab111ty are impacted by general business and economic conditions in the Umted States and abroad.
These conditions include recession, short-term and long-term finterest rates, inflation, money supply, political issues; legislative and
regulatory changes, fluctuations in both debt and equity capital markets, broad trends in industry and finance, and the strength of the
U.S. economy and the local economies in which we operate, all of which are beyond our control. A deterioration in economic
conditions could result in an increase in loan dehnquencres and nonperforming assets, decreases in loan collateral values and a
decrease in demand for our products and-services, among-other things, any of which could have a material adverse ithpact on our
financial condition and results of operations.

Eegislative and re'gulatorfy act'ionsv taken now orin theﬁdare“may have a s‘igniﬁcant adversevejfect a'n our '0peratio'ns.

“Recent events in the financial services industry and, more generally, in the financial markets and the economy, have led to
various proposals for changes in the regulation of the financial services industry. The Dodd-Frank Act made a number of material
changes in banking regulations. The full impact of these changes remains to be seen. However, Fidelity antlclpates that its
compliance costs will increase as a result of the various new regulatlons required under the Dodd-Frank Act.” Chafiges ansmg from -
implementation of Dodd-Frank and any other new législation may impact the profitability of our business activities, require we raise -
additional capital or change certain of our business practices, require us to d1vest certam busrness hnes materrally affect our business

16



model or affect retention of key personnel, and could expose us to additional costs, including increased compliance costs. These
changes may also require us to invest significant.management attention and resources to make any necessary .changes, and could
therefore also adversely affect our business and operations. : : ‘ : -

Further increases in FDIC premiums could have a material adverse effect.on our future earnings.

The FDIC insures deposits at FDIC insured financial institutions, including the Bank. The FDIC charges the insured . -
financial institutions premiums to maintain the Deposit Insurance Fund at an adequate level. In light of current economic conditions;
the FDIC has increased its assessment rates and imposed special assessments. The FDIC may further increase these rates and .impose
additional special assessments in the future, which could have a material adverse effect on future earnings.

- There are substantial regulatory limitations on changes of control ‘of bank holding companies. - - -

With certain limited exceptions, federal regulations prohibit a person or company or a group of persons deemed to be “acting
in concert” from, directly or indirectly, acquiring.more than 10% (5% if the acquirer is'a-bank holding company) of any class of our
voting stock or obtaining the ability to control in any manner the election of a miajority of our directors or otherwise direct the
management or policies of our company without prior notice or application to and the approval of the Federal Reserve. ‘Accordingly, -
prospective investors need to be aware of and comply with these requirements, if applicable, in connection with any purchase of
shares of our common stock. S e Coan e

Future dividend payments and common stock repurchases are restricted by the terms of the Treasury’s equity investment in us.

Under the terms of the Program, as long as the Preferred Shares are outstanding, dividend payments and repurchases or -
redemptions relating to certain equity securities, including our common stock, are prohibited until all accrued and unpaid dividends
are paid on:such:preferred stock, subject to certain limited exceptions: : i c ‘ -

The limitations on executive compensation imposed through our participation in the Capital Purchase Program may restrict our
ability to attract, retain and motivate key employees, which could adversely affect our operations. . . B

As part of our participation in the Program, we agreed to be bound by certain executive compensation restrictions, including
limitations on severance payments and the clawback of-any. bonus and incentive compensation. that were based on materially
inaccurate financial statements or any other materially inaccurate performance metric criteria. Subsequent to the issuance of the
preferred shares, the ARRA was enacted, which provides more stringent limitations on severance pay-and the payment of bonuses. To
the extent that any of these compensation restrictions do.not permit us te provide a comprehensive compensation package to our key
employees that is competitive in our market area, we may have difficulty in attracting, retaining and metivating our key employees,
which could have an adverse effect on our results of operations.: - : : : '

The terms governing the issuance of the preferred shares to the Treasury may be changed, the effect of which may have an
adverse effect on our operations. e ~

" The terms of the Letter Agreement which we entered into with the Treasury provides that the Treasury may unilaterally
amend any provision of the Letter Agreement to the extent required to.comply with any changes in applicable federal law that may =
occur in the future. We have no assurances that changes in the terms of the transaction will not occur in the future. Such changes may
place restrictions on our-business or results of operations, which may adversely affect the market price of our common stock.

Liquidity is essential to our businesses and we rely on external sources to finance a significant portion of our operations.

Liquidity is essential to our businesses. Our liquidity could be substantially affected in a negative fashion by an inability to
raise funding in the debt capital markets or the equity capital markets or.an inability to access the secured lending markets. Factors
‘that we cannot control, such as disruption of the financial markets or negative views about the financial services industry generally,
could impair our abilityto raise fundihg.' In addition, our-ability to raise funding could be impaired if lenders develop a negative . .
perception of our financial prospects. ‘Such negative perceptions could be developed if we suffer a decline in the level of our business
activity or regulatory authorities take significant action against us, among other reasons. If we are unable to raise funding using the -
methods described above, we would likely need to finance or liquidate unencumbered assets to meet maturing liabilities. We may be
unable to sell some of our assets, or we may have to sell assets at a discount from market value, either of which could adversely affect
our results of operations and financial condition: . , —

Fluctuations in interest rates could reduce our profitability and affect the value of our assets.
Like other financial institutions, our earnings and cash flows are subject to interest rate risk. Qur primary source of inicome is

net interest income, which is the difference between interest earned on loans and investments and the interest paid on deposits and

borrowings. We expect that we will periodically experience imbalances in the interest rate sensitivities of our assets and liabilities and
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the relationships of various interest rates to each other.. Over any defined period of time; our interest-earning assets may be more
sensitive to changes in market interest rates than our interest-bearing liabilities, or vice versa. In addition, the individual market
interest rates underlying our loan and deposit products (e.g., prime versus competitive market deposit rates) may-not change to the
same degree over a given time period. In any event, if market interest rates should move contrary to our position, our earnings may be
negatively affected. Also, the volume of nonperforming assets. will negatively impact average yields if and as it increases. In
addition, loan volume and quality and deposit volume and mix can be affected by market interest rates. Changes in levels of market
interest rates, including the current rate environment, could materially adversely affect our net interest spread, asset quality,
origination volume and overall profitability. Income could also be adversely affected if the interest rates paid on deposits and other
borrowings increase quicker-than the interest rates received on loans and other.investments during periods of rising interest rates.

We principally manage interest rate risk by managing our volume and the mix of our earning assets and funding liabilities. In
a changing interest rate environment, we may not be able to. manage this risk effectively. If we are unable to manage interest rate risk
effectively, our business, financial condition, and results of operations could be materially harmed.

Changes in the level of interest rates also may negatively affect our ability to originate construction, commercial and
residential real estate loans; the value of our assets, and our ability to realize gains from the sale of our assets, all of which ultimately
affect our earnings. ‘ G ; : :

We operate in a highly competitive industry and market area.

We face substantial competition in all areas of our operations from a variety of different competitors, many of which are
larger and have more financial resources. Such competitors primarily include national, regional, and community banks within the
markets in which we operate. Additionally, various out-of-state banks continue to enter the market area in which we currently
operate. We also face competition from many-other types of financial institutions, including, without limitation, savings and loans,
credit unions, finance companies, brokerage firms, insurance companies, and other financial intermediaries. Many of our competitors
have fewer regulatory constraints and may have lower cost structures. Additionally, due to their size, many competitors may be able
to achieve economies of scale and, as a Tesult, may offer a broader range-of products and services, as well as better pricing for those
products and services. A weakening in our competitive position, could adversely affect.our growth and profitability, which, in turn,
could have a material adverse effect on our financial condition and results of operations.

Financial services companies depend on the accuracy and completeness of information about customers and counterparties.

In deciding whether to extend credit or enter into other transactions, we may rely-on information furnished by or on behalf of
customers and counterparties, including financial statements, credit reports, and other financial information. We may also rely on
representations of those customers, counterparties or other third parties, such as independent auditors, as to the accuracy and
completeness of that information. Reliance on inaccurate or misleading financial statements, credit reports or other financial
information could have a material adverse impact on our business and, in turn, our financial condition and results of operations.

We are subject to extensive governmental regulation.

" We are subject to extensive supervision and regulation by Federal and state governmental agencies, including the FRB, the
GDBF and the FDIC. Current and future legislation, regulations, and government policy could adversely affect the Company and the
financial institution industry as a whole, including the cost of doing business. Although the impact of such legislation, regulations,
and policies cannot be predicted, future changes may alter the structure of, and competitive relationships among, financial institutions
and the cost of doing business, which could have a material adverse effect on our financial condition and results of operations.

Our growth may require us to raise additional capital in the future, but that capital ma)} not be available when it is needed.

We are required by Federal regulatory authorities to maintain adequate levels of capital to support our operations. We
anticipate our capital resources will satisfy our capital requirements for the foreseeable future. We may at some point, however, need
to raise additional capital to support our growth. If we raise capital through the issuance of additional shares of our common stock or
othe_r‘/securities, it would dilute the ownership interest of ouir current shareholders and may dilute the per share book value of our
common stock. New investors may also have rights; preferences and privileges senior to-our current shareholders, which may
adversely impact our current shareholders. : : ‘ :

Our ability to raise additional capital, if needed, will depend on conditions in the capital markets at that time, which-are
outside our control, and on our financial performance. Accordingly, we cannot assure that we will have the ability to raise additional
capital, if needed, on terms acceptable to us: .If we cannot raise additional capital when needed, our ability to further expand our
operations through internal growth or acquisitions could be materially impaired, which could have a material adverse effect on our
financial condition and results.of operations: - - : " ' :
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The building of market share through our branching strategy could cause our expenses to increase faster than revenues.

We intend to continue to build market share in the greater Atlanta metropolitan area through our branching strategy While
we have no commitments to branch during 2011, there:are branch. locations under consideration and others may become available.
There are considerable costs involved in opening branches and new branches generally require a period of time to generate sufficient
revenues to offset their costs, especially in-areas in which we do not have an establlshed presence

Accordmgly, any new branch can be expected to negatrvely 1mpact our-earnings for some period of time until the branch
reaches certain economies of scale. Our expenses could be further increased if we encounter delays in the opening of new branches.
F 1nally, we have no assurance that new branches Will be successﬁJl even after they -have been established.

Potenttal acquisitions may dtsrupt our busmess and dtlute shareholder value.

From time to time, we may evaluate merger and acquisition opportunities and conduct due diligence activities related to
possible transactions with other financial institutions. There is no assurance that any acqursrtions will occur-in the future. However, if
we do acquire other banks, businesses, or branches, such acquisitions would involve Various risks, including the following:

*  potential exposure to unknown or contingent liabilities of the target company;

*  exposure to potentlal asset quality issues of the target company;

*  difficulty and expense of i mtegrating the operations and personnel of the target company;

*  potential disruption to our business;

* potential diversion of management’s time and attention; P

* the possible loss of key employees and customers of the target company;

* difficulty in estimating the value-ofithe target.company; and

*  potential changes in banking or tax laws or regulations that may affect the target company.

If we were to pay for acquisitions with shares of our common stock, some dilution of our tangible book value and net income
per common share may occur since acquisitions may involve the payment of a premium over book and market values. Furthermore,
failure to realize the expected benefits of an acquisition, such as anticipated revenue increases, cost savings, or 1ncreased geographic
or product presence could have a matenal adverse effect on our ﬁnanc1al condition and results of operations.

We are subject to risks related to FDIC-assisted transactions.

The ultimate success of our past FDIC-assisted transaction, and any FDIC-assisted transactions in which we may participate
in the future, will depend on a number of factors, including our ability:

~* to fully integrate the branches acquired inito the Bank’s operations

*  to limit the outflow of deposrts held by our new customers in the acquired branches and to retain and manage interest- -earning
assets acquired in FDIC-assisted transactions;

*  to generate new interest-earning assets in the geographic areas prev1ous1y served by the acquired banks

* to effectively compete in new markets in which we did not prev1ously have a presence;- ~

*  to control the incremental noninterest expense from the acquired branches in a manner that enables us to maintain a favorable
overall efficiency ratio; «

* toretain and attract the appropriate personnel to’ staff the acquired branches
*  toeamn acceptable levels of interest and noninterest income, including fee i 1ncorne from the acquired branches and
*  to reasonably estimate cash flows for acquired loans to mitigate exposure greater than estimated losses at the time of acquisition.

As with any acquisition involving a ﬁnancial institution, including FDIC-assisted transactions, there may be higher than
average levels of service disruptions that would cause inconveniences to our new customers or potentjally increase the effectiveness of
competing financial institutions in attracting our customers.  Integration efforts will also likely divert management’s attention and
resources. We may be unable to 1ntegrate ‘acquired branches successfully, and the integration process could result in the loss of key
employees the disruptlon of ongoing business or inconsistencies in standards, controls, procedures and pohcres that adversely affect
our ability to maintain relationships with clrents customers, depositors, and employees or to achieve the antrcipated benefits of the
FDIC-assisted transactions. We may also encounter unexpected difficulties or costs during the integration that could adversely affect
our earnings and financial condition. Additionally, we may be unable to achieve results in the future similar to those achieved by our
existing banking business, to compete effectively in the market areas previously served by the acquired branches or to manage
effectively any growth resulting from FDIC-assisted transactions.
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Our ability to continue to receive the benefits of our loss share arrangements with the FDIC is conditioned upon our
compliance with certain requirements under the agreements.

~We are the beneficiary of a loss share agreement with the. FDIC that calls for the FDIC to fund a portion of our losses on a
majority of the assets we acquired in connection with our recent FDIC:assisted: transaction. To recover a portion of our losses and
retain the loss share protection, we must comply with certain requirements imposed by the agreement. The requirements of the
agreement relate primarily to our administration of the assets covered by the agreement, as well as our obtaining the consent of the
FDIC to engage in certain‘corporate transactions that may be deemed under the agreements to constitute atransfer of the loss share
benefits. When the consent of the FDIC is required under the loss share agreement, the FDIC may withhold its consent or may
condition its consent on terms that we.do not find acceptable. If the FDIC does not grant its consent to a transaction we would like: to
pursue, or conditions its consent on terms that we do not find acceptable, we may be unable to engage in a corporate transaction that
might otherwise benefit our shareholders or we may elect to pursue such a transaction without obtaining the FDIC’s consent, which
could result in termination of our loss share agreement with the FDIC.

Changes in national and local economic conditions could lead to higher loan. charge-offs in connection with the acquired bank
and the loss sharing agreement with the FDIC may not cover.all of those charge-offs. C e

In connection with the acquisition of the acquired bank, we acquired a portfolio of loans. Although we have marked down
the loan portfolio we have acquired, the non-impaired loans we acquired may become impaired or may further deteriorate in value,
resulting in additional charge-offs to the loan portfolio. The fluctuations in national, regional and local economic conditions,
including those related to local residential, conimercial real estate and construction markets, may increase the level of charge-offs that
we make to our loan portfolio and consequently reduce our capital. The fluctuations are not predictable, cannot be controlled and may
have a material adverse impact on our operations and financial condition even if other favorable events occur. ‘

Our loss sharing arrangements with the FDIC will not cover all of our losses on loans we. achired.

Although we have entered into a loss share agreement with the FDIC that provides that the FDIC will bear a significant
portion of losses related to-specified loan portfolios that we acquired, we are not protected for all losses resulting from charge-offs
with respect to those specified loan portfolios. Additionally, the loss sharing agreements have limited terms. Therefore, the FDIC will
not reimburse-us for any charge-off or related losses that we experience after the term of the loss share agreement, and any such .
charge-offs would negatively impact our net income. Moreover, the.loss share provisions in the loss share agreement may be
administered improperly, or the FDIC may interpret those provisions in a way different that we do. In any of those events, our losses
could increase. »

Our controls and procedures may fail or be circumvented. .,

Management regularly reviews and updates our internal controls, disclosure controls and procedures, and corporate
governance policies and procedures. Any system of controls, however well designed and operated, is based in part on certain
assumptions and can provide only reasonable, not absolute, assurances that the objectives of the system are mét.” Any failure or
circumvention of our coftrols and procedures or failute to comply with regulations rélated to control$ and procedures could have a
material adverse effect on our business, results of operations, and financial condition. S : '

We may not be able to attract and retain skilled people. ... =

Our success depends, in large part, on our ability to attract and retain key people. Competition for the best people in most
activities that we engage in can be intense and we may not be able to hire people.or to retain them. The unexpected loss of services of
one or more of our key personnel could have a material adverse impact on our business because of their skills, knowledge of our
market, years of industry experience, and the difficulty of promptly finding qualified replacement personnel.

OQur information systems may experience an interruption or breach in security.

* We rely heavily on communications and information systems to, conduct our business. Aty failure, interruption or breach in
security of these systems could result in failures or disruptions in our customer relationship management, general ledger, deposit, loan,
and other systems. ‘While we have policies and procedures designed to prevent or limit the effect of the failure, interruption or
security breach of our information systems, there can be no assurance that any such failures, interruptions or security breaches will ot
occur or, if they do occur, that they will be adequately addressed.. The occurrence of any failures, interruptions or security breaches of
our information ‘systems could damage our reputation, result in a loss of customer business, subject us to additiorfal regulatoty
scrutiny, or expose us to civil litigation and possible financial liability, any of which could have a material adverse effect on our
financial condition and results of operations. Lo . ' ; .
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We are subject to claims and litigation: - .-

‘From time to time, customers and others: make claims and take legal action pertaining to the Company’s performance of our
responsibilities. Whether customer claims and legal action related to.the Company’s performance of our résponsibilities are founded
or unfounded, or if such claims-and legal actions are not resolved in'a manner favorable to the Company, they:may result in'significant
financial liability and/or adversely affect the market perception of the Company and our products and services, as:well as impact
customer demand for those products and services. Any financial liability or reputation damage could have a material adverse effect on
our business, which, in turn, could have a material adverse effect on our-financial ‘condition and results of operations. * b

B

Risks Related to our Common Stock
Our stock price can be volatile.

Stock price volatility may make it more difficult for shareholders to resell common stock when they want and at prices they
find attractive. Our stock price can fluctuate significantly in response to a variety of factors including, among other things:

* news reports relating to trends, concerns and other issues in the financial services industry;

* actual or anticipated variations in quarterly results of operations;

* recommendations by securities analysts;

* . operating and stock price performance of other companies that investors, deem comparable to us; .

. perceptions in the mafketpiace regarding the Compény and/or our co_rhpetitors_; V R -

* significant acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by or involving the
Company or.our competitors; R L S » 4 R :

* . changes in government laws and regulation; and - , ,

* geopolitical conditions such as acts or thredts of terrorism or military conflicts,

General market fluctuations, industry factors, and general economic and political conditions and events, such as economic
slowdowns or recessions, interest rate changes or credit loss trends, could also cause our stock price to decrease, regardless of
operating results.

Our common stock trading volume is les.ézthdn_ that of othet larger financial services companies.

Although our common stock is listed for trading on the NASDAQ Global Select Market, the trading volume in our common
stock is less than that of larger financial services companies. A public trading market having the desired characteristics of depth,
liquidity, and orderliness depends on the presence in the marketplace of willing buyers and sellers of our common stock at any given
time. This presence depends on the individual decisions of investors and general economic and market conditions over which we have
no control. Given the lower trading volume of our common stock, significant sales of our common stock, or the expectation of these
sales, could cause our stock price to fall. T

The exercise of the Warrant by the Treasury would dilute existing shareholders’ ownership interest and may make it more
difficult for us to take certain actions that may be in the best interest of shareholders.

In addition to the issuance of the Preferred Shares, we also granted to the Treasury the Warrant to purchase 2,266,458 shares
of common stock at a price of $3.19 per share. If the Treasury exercises the entire Warrant, it would result in a significant dilution to
the ownership interest of our existing shareholders and dilute the earnings per share value of our common stock. Further, if the
Treasury exercises the entire Warrant, it will become the second largest shareholder of Fidelity. The Treasury has agreed that it will
not exercise voting power with regard to the shares that it acquires by exercising the Warrant. However, Treasury’s abstention from
voting may make it more difficult for us to obtain shareholder approval for those matters that require a majority of total shares
- outstanding, such as a business combination involving Fidelity.

Provisions in our Bylaws and our Tax Benefits Preservation Plan may make it more difficult for another party to obtain control,

In November, 2010, the Board of Directors of the Company adopted an amendment to the bylaws of the Company electing
for the provisions of Article 11A of the Georgia Business Corporation Code (the “Business Combination Statute”) to apply to the
Company and also adopted a Tax Benefits Preservation Plan. The bylaw amendment and Tax Benefits Preservation Plan could make
it more difficult for a third party to acquire control of us or could have the effect of discouraging a third party from attempting to
acquire control of us. These provisions could make it more difficult for a third party to acquire us even if an acquisition might be at a
price attractive to some of our shareholders. o B ‘ ' I ‘ o
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Our information systems may experience a security breach, computer virus or disruption.of service.

We.provide our customers the ability to-bank online. The secure transmission of confidential information over the:Internet is
a critical element of online banking.- While we use qualified third party vendors to test and audit.our network, our network could
become vulnerable to unauthorized access; computer viruses, phishing schemes and other security problems. The Bank may be
required to spend significant capital and: other resources to protect against ‘the threat of security breaches and computer viruses, or to
alleviate problems caused by security breaches or-viruses. To the extent that ‘our activities or the activities of our customers involve
the storage and transmission of confidential information, security breaches and-viruses could expose us or the Bank to claims, -
litigation and other possible liabilities. Any inability to prevent security breaches or computer viruses could also cause existing
customers to lose confidence in the Bank’s systems and could adversely affect its reputation and its ability to generate deposits. Any
failures, interruptions or security breaches could result in damage to our reputation, a loss of customer business, increased regulatory
scrutiny, or possible exposure to financial liability, any of which could have a material adverse effect on ‘our financial condition and
results of operations.

Item 1B. Unresolved Staff Cbmments

None
Item 2. Properties

Our principal executive offices consist of 19,175 square feet of leased space in Atlanta, Georgia. Our sﬁppbrt operations are
principally conducted from 65,897 square feet of leased space located at 3 Corporate Square, Atlanta, Georgia. The Bank has 27
branch offices located in Fulton, DeKalb, Cobb, Clayton, Gwinnett, Rockdale; Coweta, Henry, Morgan, Greene, Barrow Counties,
Georgia, and Duval County, Florida, of which 22 are owned and 5 are leased. The Company leases mortgage origination offices in
Atlanta, Georgia, Alpharetta, Georgia, Duluth, Georgia, Greensboro, Georgia, Athens, Georgia, Gainesville, Georgia, Sandy Springs,
Georgia, Sterling, Virginia, and Colorado Springs, Colorado. The Company leases a SBA loan production office in Covington,
Georgia, and an off-site storage space in Atlanta, Georgia.
Item 3. Legal Proceédings

We are a party to claims and lawsuits arising in the course of normal business activities. Although the ultimate outcome of

all claims and lawsuits outstanding as of December 31, 2011, cannot be ascertained at this time, it is the opinion of management that '
these matters, when resolved, will not have a material adverse effect on our results of operations or financial condition.

Item 4. Mine Safe,zjv Disciosﬁres

‘Not applicable.

PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Fidelity’s common stock trades on the NASDAQ Global Select Market under the symbol LION. The following table sets
forth the high and low closing sale prices (adjusted for stock dividends) for the common stock for the calendar quarters indicated, as
published by the NASDAQ stock market. . o
Market Price — Common Sfock A |

2011V

igh
Fourth Q
Third Quarter -
Second Quarter
First Quarter

{T) Adjusted for stock dividends

" 8.66

As of March 3, 2011, there were’yapp‘r,oXima‘t‘eily 600 _‘éha}',r»élziol‘dér's of record., In addition, shares of approximately 1,750
beneficial owners of Fidelity’s common stock were held by brokers, dealers, and their nominges. ' "
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Dividends

For 2011, the Company did declare a cash-dividend of $0.01 in the third and fourth quarters. The Company declared a
quatterly stock dxvrdend of one share for ¢ every 200 shares owned in the first and second quarters of 2011. In Ji anuary 2012, the
Company declared one stock dividend for every 60 shares owned. Future d1v1dends will require a quarterly review of current and
projected earnings for the remainder of 2012 in relation to capital requirements prior to the determination of the dividend, and be
subject to regulatory restrictions under apphcable law

)

The following schedule summarizes cash dividends declared and paid per share of ‘common stock for the last three years:

cel i Dividend
2011 2010 2009

Second Quarter

Fourth Quarter ' 0.01 _ ‘ _

Pursuant to the terms of the Letter Agreement entered into with the Treasury under the Program, as long as the Preferred
Shares are outstandmg, dividend payments are prohibited until all accrued and unpaid dividends are paid on'such preferred stock,
subject to certain limited exceptions. This restriction will terminate on the date on which the Preferred Shares have been redeemed in
whole or the Treasury has transferred all of the Preferred Shafes to third parties.

See Note 13 to the consolldated ﬁnancnal statements in Item 8 for a further discussion of the restrictions on our ability to pay
dividends. Do v

Share Repurchases
Fidelity did not repurchase any securities during the ‘fourth quarter of 2011.
Sale of Unreglstered Securities A
Fldellty has not sold any unreg1stered securltles  during the period.
Securities Authorlzed for Issuance Under Equlty Compensatlon Plans
The followlng table presents information as of Decernber 31,201 1', with respect to shares of common stock of F idelity thatk

may be issued under equity compensation plans. The equity compensation plans of Fidelity consist of the stock options, restricted
stock grants, and other awards as defined in the 2006 Equity Incentive Plan and the 401(k) tax qualified savings plan.

Number of Securities
Remaining Available for
Number of Securities Future Issuance Under
to be Issued upon Weighted Average Equity Compensation Plans
Exercise of Exercise Price of (Excluding Securities

Plan Categor Outstandi

) eflected ‘i‘n Column’A’!

Eqm y Compensation Plans Not Approved by

Shareholders® , - -

(1) 2006 Equity Incentive Plan
(2)  Excludes shares issued under the 401(k) Plan.
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Shareholder Return Performance Graph

" The followrng graph compares the percentage change in'the cumulatrve five-year shareholder return on Fldelrty s Common

Stock (traded on the NASDAQ National Market under the symbol “LION”) wrth the cumulatlve total return on the NASDAQ

Composrte Index and the SNL NASDAQ Bank Index -

The graph assumes that the value invested in the Common Stock of Fidelity and in ¢ach of the two indices was $100 on
December 31, 2006, and all dividends were reinvested.

125

Total Return Performance

100

75

50 1

Index Value

2 L L T o L
S e —

0 1 1 L L
12/31/06 12/31/07 12/31/08 . -12/31/09 12/31/10 .,

A12/31/1

—eo— Fidelity Southern Corporation —a— NASDAQ Composite

—a—SNL Bank NASDAQ
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©100.00 -110:66
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Item 6. Selected Financial Data -

The following table contains selected consolidated financial data. This information should be read in conjunction’ with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the consolidated financial statements
and notes included in this report ‘ : : : R : SR

Years Ended December 31,.
2011 2010 2009 2008 2007

(Dollars in thousands except per share data)

50.61%

021)%

Allowance to nonperforming oans,,ORE.and repos . . 0.28x 0.29x . 032x 029x - 0.71x

“‘gg%* gﬁ* %M %‘?@E( “%ﬁ; 3351
iy ? i
L ’§ ’“ﬁmw kit i

Risk-based capital

Total - 13.70 1328 13.98 13.67 . 11.54

Balance Sheet Data (At End of Period):

1,597,855

1,797,398 -

Eaming assets

Total deposits . 1,871,516 1,405,625

Shareholders’ equity 167,280

X : o
- - R R ’ 2
LM o _\_‘“U’?g Lol ar il e m&%@z’m@
Long-term debt : N i : ‘ 0 129,102 _
Shareholders’ equity PR Ceomm s 153, 312 o 135,182 0 e 132 613 461 97,059

(1) Adjusted for stock dividends
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations = - -
CONSOLIDATED FINANCIAL REVIEW

The followmg management dlscussron and analys1s addresses 1mportant factors affec‘ung the results of operations and
financial condition of FSC and its subsidiaries for the periods indicated. The consolidated financial statements and accompanying
notes should be read in conjunction with this réview.

FDIC-Assisted Transactiiins

In October 2011, we acquired Decatur First Bank, with approxrmately $80 million in loans and $17- m1111on in deposits, in a
FDIC-assisted transaction, resultmg ina gain of approxrmately $1.5 million. During the first quarter of 2012, we completed the
integration of this purchase .

Overview

Our profitability, as with most financial institutions, is significantly dependent upon net interest income, which is the
difference between interest received on interest-earning assets, such as loans and securities, and the interest paid on interest-bearing
liabilities, principally deposits and borrowings. During a period of economic slowdown the lack of interest income from
nonperforming assets and an additional prov1s10n for loan losses can greatly reduce our proﬁtabrlrty Results of operations are also
affected by noninterest income, such as service charges on deposit accounts and fees on other services, income from indirect
automobile and SBA lending actlvrtles mortgage banking, brokerage activities, and bank owned life insurance; as well as noninterest
expenses such as salaries and employee benefits, occupancy, furniture and equipment, professional and other services, and other

- expenses, including income taxes. -

Economic.conditions, competition, and the monetary and fiscal:policies of the Federal government significantly affect . -
financial institutions. Poor performance of subprime loans initiated the credit crisis that began in the summer of 2007; followed by
substantial declines in residential home sales and prices, the slowing of the national economy and by a serious lack of liquidity. 'By :
the end of 2007, the credit turmoil migrated to consumer lending, as demonstrated by the increase in credit card delinquencies and
automobile repossessions in all regions of the U.S.; including our southeast markets. In 2008, the financial crisis Worsened and led to '
a crisis of confidence in the financial sector as a result of concerns about the capital base and viability of certain financial institutions
and the Treasury had to step in with capital infusions for many financial institutions. During this period, interbank lending and
commercial paper borrowing fell sharply, precipitating a credit freeze for both institutional and.individual borrowers. Since the.
second half of 2009, liquidity in the secondary markets has steadily improved. The national unemployment rate, which increased as.
high as 10.1% in 2009, continued to-decrease to 8.5% in December 2011, In 2011, the Federal Reserve kept short—term 1nterest rates -
at historic lows in response to the contmumg nat10na1 economic downturn.

The recession had a major impact on the Atlanta and Florida economies, particularly in the residential construction and
development markets. Many builders and building related businesses have suffered financially due to the decreasing home prices, -
lack of demand for houses and the oversupply of houses and residential lots. In 2010, we began to seée some moderation in the real
estate downturn as both delinquencies and foreclosures began to slow. .In:2011, while nonperforming assets generally trended lower,
the overall level remained elevated over historical levels. Net charge-oﬁfs mcreased 7.0% to $20.5 million during 2011 and our
provision for loan losses increased 18:7% to $20.3 million. Our allowance for loan losses as a percentage of loans.outstanding
decreased to 1.72% at December 31, 2011, from 2.00% at the end of 2010. Excluding the loans acquired in the 2011 FDIC- a551sted
transaction of Decatur First Bank, the percentage of loans increased to 1.81%.

Since our mceptron in 1974, we have pursued managed profitable growth through providing quality financial services.
During 2011, as the economic crisis began to recede, the Bank was able to organically grow its consumer installment, mortgage and
commercial loan portfohos The loan portfolio is well diversified among consumer, business, and real estate. .

Net income for 2011 was $11.4 million compared to $10.1 mllhon in 2010. Net income per basic and diluted share was.
$0.66 and $0.59, respectively for 2011 compared to a net income per-basic and dituted share of $0.63 and $0.56, respectively, in 2010.
The increase of $6:1 million or 9.5% in net interest income was a key: factor impacting our improved financial condition and results of
operations for 2011. : -

The Bank’s franchise spans eleven Counties in the metropolitan Atlanta market and one branch office in J acksonville,
Florida. Our 1endmg activities and the total of our nonperformmg assets are significantly influenced by the local economic '
environments in Atlanta and Jacksonville. Our net interest margin is affected by prevailing interest rates, nonperformmg assets and,
competition among financial institutions for loans and deposits. Atlanta s and to a lesser extent Jacksonville’s economies continue to
be negatively impacted by the weakreal estate market. Management expects the economy to gradually continue to improve dunng
2012: The Bank continues to attract new customer relationships, and talented and experienced bankers.
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Our overall focus is on building shareholder value. Our mission is “to continue growth, improve earnings and increase
shareholder value; to treat customers, employees, community and shareholders according to the Golden Rule; and to operate within a
culture of strong internal controls.” The strong focus in 2012 will be on credit quality, expense controls, and quality loan growth..

Critical Accounting Policies

Our accounting and reporting policies are in accordance with U.S. generally accepted accounting principles and conform to
general practices within the financial services industry. Our financial position and resuits of operations are affected by management’s
application of accounting policies, including estimates, assumptions, and judgments made to arrive at the carrying value of assets and
liabilities and amounts reported for revenues, expenses, and related disclosures. ‘Different assumptions in the application of these
policies, or conditions significantly different from certain assumptions, could result in material charges in our consolidated financial
position or consolidated results of operations. Our accounting policies are fundamental to understanding our consolidated financial
position and consolidated results of operations.  Our significant accounting policies are discussed in detail in Note 1 in the “Notes to
Consolidated Financial Statements.” Significant accounting policies have been periodically discussed and reviewed with and
approved by the Audit Committee of the Board of Directors and the Board of Directors.

The following is a summary of our more critical significant accounting pohc1es that are hrghly dependent on estimates,
assumptlons and Judgments o )

Allowance for Loan Losses

The allowance for loan losses i$ establrshed and ma1ntamed through ;provisions charged to operatlons Such prov1s1ons are
based on management’s evaluation of the loan portfolio, including loan portfolio concentrations, current economic conditions, the:
economic outlook, past loan loss experience, adequacy. of underlying collateral, and such other factors which, in management’s
judgment, deserve consideration in estimating loan losses. Loans are charged off when, in the opinion of management such loans are
deemed to be uncollectxble Subsequent recoveries are added to the allowance. -

A formal review of the allowance for loan losses is prepared at least monthly to assess the probable credit risk 1nherent in:the
loan portfolio and to determine the adequacy of the allowance for loan losses. For purposes of the monthly management review, the
loan portfolio is separated by loan type and each loan type is treated as a homogeneous pool. In accordance with the Interagency.
Policy Statement on the Allowance for Loan and Lease Losses, the level of allowance required for each loan type is determined based
upon historical charge-off experience and current-economic trends. In addition to the homogenous pools of loans, every commercial,
commercial real estate, SBA; and construction loan is assigned a risk rating using established credit policy guidelines. All
nonperforming commercial, commercial real estate, SBA, and construction loans and loans deemed to have greater than normal risk
characteristics are reviewed monthly by Credit Review to determine the level of additional allowance for loan losses, if any, required
to be specifically assrgned to these loans: : :

Capitalized Servicing Assets aml ‘Liabilities

We sell indirect automobile-loan pools, residential mortgages and SBA loans with servicing retained. When the contractually
specific servicing fees on loans sold servicing retained are expected to be more than adequate compensatlon to a servicer for
performmg the servicing, a capitalized servicing asset is recogmzed When the expected costs to a servicer for performing loan
servicing are not expected to adequately compensate a servicer, a capitalized servicing liability is recognized. -Servicing assets and
servicing liabilities are amortized over the-expected lives of the serviced loans utilizing the interest method. . Management makes
certain estimates and assumptions related to costs to service varying types of loans and.pools of loans, the projected lives of loans and
pools of loans sold:servicing retained, and discount factors used in-calculating the present values of servicing fees projected to be
received. : :

No less frequently than quarterly, management reviews the status of all loans and pools of loans sold with related capitalized
servicing assets to determine if there is any impairment to those assets due to such factors as earlier than estimated repayments or
significant prepayments Any impairment identified in these assets will result in reductions in their carrying values and a :
corresponding .increase in operating expenses.

" Loan Related Revenue Recognition

Loans are reported at prmmpal amounts outstandmg net of deferred fees and costs: Interest income and ancﬂlary fees from
loans are a primary source of revenue. Interest income is recognized in a manner that results in a level yi€ld on principal amounts
outstanding. Rate related loan fee income, loan origination, and commitment fees, and certain direct origination costs are deferred and
amortized as an adjustment of the yield over the contractual lives of the related loans, taking into consideration assumed prepayments.
The accrual of interest is discontinued when, in management ] Judgment itis. determmed that the collectablhty of interest or pr1nc1pal
is doubtful. S :
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For commercial, SBA; construction, and real estate loans, the accrual of interest is discontinued and the loan categorized as
nonaccrual when, in management’s opinion, due to deterioration in the financial position or operations of the borrower, the full
repayment.of principal and interest is not expected, or principal or interest has been in default for a period of 90 days or more, unless
the obligation is both well secured and in the process of collection. Commercial, SBA, construction, and real estate secured loans may
be returned to accrual status when management expects to coliect all principal and interest and the loan has been breught.current. :
Interest received on well collateralized nonaccrual loans is recognized on the cash basis. If the commercial, SBA construction or real
estate secured loan is not well collateralized, payments are apphed to reduce prmmpal :

Consumer loans are placed on nonaccrual upon becomlng 90 days past due or sooner if, in the opinion of management, the
full repayment of principal and interest is not-expected. -On consumer loans, any payment received on a loan on which the accrual of
interest has been suspended is applied to reduce pr1nc1pal P :

When a loan is placed on nonaccrual interest accrued during. the current accountmg perlod is reversed and interest accrued in
prior periods, if significant; is.charged off and adjustments to principal are made if the collateral related to the loan is deficient.

Income Taxes

We file a consolidated Federal income tax return, as well as tax returns in several states. Income taxes-are-accounted for in
accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 740-10-25, formerly
known as SFAS No. 109, “Accounting for Income Taxes”. Under the liability method, deferred tax assets and liabilities are:
recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to.taxable income in the years in which those temporary differences are recovered or settled. Deferred tax assets.are reviewed
annually to assess the probability of realization of benefits in future periods or whether valuation allowances are appropriate.. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income-in the period that includes the enactment -
date. Management has reviewed all evidence, both positive and negative; and concluded that a valuation allowance against the :
deferred tax asset is not needed at December 31, 2011. The calculation of the income tax prov1s10n is complex and requires the use of
Judgments and estimates in its. determmatlon :

FairValue
- The primary financial instruments that the Company carries at fair value include investment securities, interest rate lock
commitments (“IRLCs™), derivative instruments, and residential mortgage loans held-for-sale. Class1ﬁcat10n in-the fair value
hierarchy of financial instruments is based on the cnterla set forth in FASB ASC 820-10-35. :

Fair value is an exit price, representing the amount that would be recelved to sell an asset or paid to transfer a hablhty in an
orderly transaction between market participants. The guidance establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active:markets for
identical assets or liabilities (level measurements) and the lowest priority to unobservable inputs (level 3 measurements). A financial
instrument’s level within-the hierarchy is based on the lowest level ofi mput that is sngmﬁcant to the fair value measurement.

Investment Secuntles classified as avaﬂable—for-sale are reported at fair value' ut111z1ng Level 2, mputs F or these securities, -
the Company obtains fair value measurements from an independent pricing service. The fair value measurements consider observable
data that may include dealer quotes, market spreads, cash flows, the:U.S. treasury yield curve, live trading levels, trade-execution data,
market consensus prepayment speeds, eredit information and the bond’s terms and conditions, among other things. The investments
in the Company’s portfolio are generally not quoted on an exchange but are:actively traded in the secondary institutional markets.

The Company classifies IRLCs on residential mortgage loans, which are derivatives under SFAS No. 133 now codified in
ASC 815-10-15, on'a gross basis within other liabilities or other'assets. The fair value of these commitments, while based on interest
rates observable in the market, is highly dependent on the ultimate closing of the loans. These “pull-through” rates are based onboth
the Company’s historical data and the current interest rate environment and reflect the Company’s best estimate of the likelihood that
a commitment will ultimately result in a closed loan. As a result of the adoption of SAB No. 109, the loan servicing value is aiso
included in the fair value of IRLCs.

Derivative instruments are primarily transacted in the secondary mortgage and institutional dealer markets and priced with
observable market-assumptions-at a mid-market valuation point, with appropriate valuation adjustments for liquidity and credit risk.
For purposes of valuation adjustments to its derivative positions under FASB.ASC 820-10-35; the Company has evaluated liquidity -
premiums that may be demanded by market part101pants as well as the credlt r1sk of its counterparties and its own: credlt

The credlt risk assocmted with the underlylng cash flows of i 1nstruments carried at fair value was a cons1derat10n in .o
estimating the fair value of certain financial instruments. Credit risk was considered in the valuation through a variety of inputs, as
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applicable, including, the actual default and loss severity of the collateral, and level of subordination. The assumptions used to
estimate credit risk applied relevant information that a market participant would likely use in valuing an instrument.

The fair value of residential mortgage loans held-for-sale is based on what secondary markets:are currently offéring for
portfolios with similar characteristics. As.such, the Company classifies these loans as Level 2. k

SBA and indirect loans held-for-sale are measured at the lower of cost or fair value. Fair value is based on recent trades for
similar loan pools as well as offering prices for similar assets provided by buyers in the secondary market. If the cost of a loan is
determined to be less than the fair value of similar loans, the impairment is recorded by the establishment of a reserve to reduce the
value of the loan. _ T : P : coed L s S

JImpaired-loans are evaluated and valued at the time the loan is identified as impaired, at the lower of cost or fairvalue. Fair
value is méasured based on the value of the collateral securing these loans and is classified as a Level 3 in the fair value hierarchy.
Collateral may include real estate or business assets, including equipment, inventory and-accounts receivable.. The value of real estate.
collateral is determined based on an appraisal by qualified licensed appraisers hired by the Company. If significant, the value of
business equipment is based on an appraisal by qualified licensed appraisers hired by the Company, otherwise, the equipment’s net
book value on the business’ financial statementsis the basis for-the value of business equipment.  Inventory and accounts receivable
collateral are valued based’on independent field examiner review or aging reports. Appraised and reported values may be.discounted
based on management’s historical knowledge; changes in market conditions from the time of the valuation, and management’s - -
expertise and knowledge of the client and client’s business. Impaired loans are evaluated on at least a quarterly basis for additional
impairment and adjusted accordingly.

Foreclosed assets are adjusted to fair value upon transfer of the loans to foreclosed assets. Subsequently, foreclosed assets
are carried at the Jower of carrying value or fair value less estimated selling costs. Fair value is based upon independent market prices,
appraised values of the collateral or management’s estimation of the value of the collateral. When the fair value of the collateral is
based on an observable market price or a current appraised value, the Company records the foreclosed asset as nonrecurring Level 2.
When an appraised value is not available or management determines the fair value of the collateral is further impaired below the
appraised value and there isino observable market price; the Company records the foreclosed asset as nonrecurring Level 3. Appraised
and reported values may be discounted based on management’s historical knowledge, changes in market conditions from the time of
the valuation, and management’s expertise and knowledge of the client and client’s business. SRR : a

Acquisition Accounting. -
Generally accepted accounting principles require the use of fair-values in determining the carrying values of certain assets
and liabilities acquired in a business combination, as well as for specific disclosures. We recorded assets purchased and liabilities
assumed in our FDIC-assisted acquisition at their fair values. The fair value of a loan portfolio and foreclosed property acquired in a
business combination requires greater levels of management estimates and judgment than the remainder of assets or assumed
‘liabilities. The credit risks intherent and evidenced in the FDIC-assisted transaction resulted in substantially all loans purchased in the
transaction with a credit discount. On'the date of acquisition, whién the loans have evidence of credit deterioration since their -
origination and we believe it is a-probable that we will not collect all contractually required principal and interest payments, we refer
to the difference between contractually required payments and the cash flows expected to be collected as the non-accretable discount.
We must estimate expected cash flows at each reporting date. Subsequent decreases to the expected cash flows will generally result in
a provision for loanlosses.” Subsequent increases in cash flows result in a reversal of the provision for loan-losses to the extent of prior
charges and adjusted accretable discount; which will have a positive effect on interest income. Cos ; S

Loy
s .

Because we record: oans acquired. in connection with FDIC-assisted acquisitions at fair value, we record no allowance for':
loan losses rélated to the-acquired covered loans on the acquisition date, given that the fair value of the loans acquired incorporates
assumptions regarding credit risk. We record acquired loans at fair value in accordance with the fair value methodology, exclusive of
the loss share agreements with the FDIC.. These fair value estimates associated with the loans include estimates related to expected. -
prepayments and the amount and timing of expected principal, interest and other cash flows. We continue to measure the loss share
agreements on the same basis as the related covered loans. Because the acquired covered loans are subject to the accounting
prescribed by FASB ASC Topic 310, subsequent changes to the basis of the loss share agreements also follow that model. -
Deterioration in the credit quality of the loans (recorded as an adjustment to the allowance for loan losses) would immediately increase
the basis of the loss share agreements, with the offset recorded through the consolidated statements of operations:- Increases in the -
credit quality or: cash flows-of loans (reflected as an adjustment to the discount and accreted into income over the remaining life of the
loans) decrease the basis of the loss share agreements. That decrease is accreted ifito income over either the same period or the life of-
the loss share agreements, whichever is shorter. Loss assumptions used in the basis of the covered loans are consistent with the loss
assumptions used to measure the FDIC receivable. Fair value accounting incorporates into the fair value of the FDIC receivable an
element of the time value of money, which is accreted back into income over the life of the loss share agreements.
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FDIC Receivable for Loss Share Agreements

The portion of our loan and other real estate assets are covered under a loss share agreement with the FDIC in which the
FDIC has agreed to reimburse us for 80% of all losses incurred in connection with those assets. We estimated the-amount that we will
receive from the FDIC under the loss share agreements that will result from:losses incurred as we dispose.of covered'loans and other
real estate assets, and we recorded the estimate as a receivable from the FDIC. The FDIC receivable for loss share agreements is
measured separately from the related covered assets because it is not contractually embedded in the assets and is not transferable if we
sell the assets. We estimated:the fair value of the FDIC receivableusing the present value of cash flows related to-the loss share
agreements based on the expected reimbursements for losses and the-applicable loss share percentages. We will review and update the
fair value of the FDIC receivable prospectively as loss estimates related to covered loans and other real estate owned change.
Subsequent decreases in the amount expected to be collected result in a provision for loan and lease losses, an increase in the
allowance for loan and lease losses; and a proportional adjustment to the FDIC receivable for the estimated ameunt to be reimbursed.
Subsequent increases in the amount expected to be collected result in the reversal of any previously-recorded provision for loan and
lease losses and related allowance for loan and lease losses and adjustments to the FDIC receivable, or prospective adjustment to the
accretable discount if no provision for loan and lease losses had been recorded. - Based on our due diligence review of our acquisition,
including estimates of the timing of cash flow receipts and the disposition of nonperforming assets, we were able to estimate the -
acquisition date fair value of the FDIC receivable. We discounted the receivable for the expected timing and receipt of these cash -
flows using a risk-free rate plus-a premium for risk. The ultimate realization of the FDIC receivable depends on the performance of -
the underlying covered assets, the passage of time and claims paid by the FDIC. The amortization of the F DIC recelvable is recorded
into noninterest expense over the estimated life of the receivable. - o : g :

Results of Operations
2011 Compared to 2010
Net Income

Our net income for the year ended December 31, 2011, was $1 1.4 million or $0 66 and $0.59 basrc and fully drluted eammgs
per share, respectively. Netincome for the year ended Decémber 31, 2010, was $10.1 million or $0.63 and $0.56 basic and fully
diluted earnings per share, respectively. The $1.3 million increase in net income in 2011 compared to 2010 was due primarily toa .
$7.7 million decrease in interest expense, as a result of our improved deposit mix and lower cost of deposits. Addltlonally, there was
an $8.5 million increase in total noninterest income. These increases were somewhat offset by lower interest income as a result of the
continued low interest rate environment and competitive pricing, higher noninterest expense led by salaries and benefits expense, and
an increase in provision for loan losses. Details of the changes in the various components of net income are further discussed below.

Net Interest IncomeMargm

Taxable-equlvalent net interest income was:$71.2 million in 2011 compared to $65.1 million in 2010; an increase of $6.2°
million or 9.5%. Average interest-earning assets in 2011 increased $157.2 million to $1.934 billion, an 8.8%.increase when compared
to 2010. -Average interest-bearing liabilities increased $103.1 million to $1.663 billion, a 6.6% increase. The net interest margin
increased by two basis points to 3. 68% in 2011 when compared to. 2010 The components of net interest margm are described below ‘

Taxable-equivalent interest income 1ncreased $6 2 mllhon 01r'9.5% to $71 2 mrlhon durmg 2011 compared w1th 201() as: the
result of a 51 basis point decrease in the yield.on interest-earning assets more than offset by the:net growth of $157.2 million or 8.8%
in average interest-earning assets. The average balance of loans outstanding in 2011 increased $131.2 million or 8.9% to $1.612
billion when compared to 2010. The yield on-average loans. outstanding decreased 52 basis points to 5.38% when compared to 2010,
in large part due to decreasing yields on the consumer loan portfolio, consisting primarily of indirect automobilé loans: The decrease
in yield was due to changes in market interest rates. The average balance of investment securities increased. $8.3-million due to FHLB
and GNMA purchases and the FDIC-assisted purchase of Decatur First Bank. Average interest-bearing deposits increased $17.4
million to $92.2 million due to management’s dCCISIOI’l to:maintain higher levels of liquidity throughout the. ma;orrty of 2011.

Interest expense in 2011 decreased $7.7 mllhon or25. 2% to $5.1 million as a result of a 59 basis pomt decrease in the cost of
interest-bearing liabilities net of a $103.1 million or 6.6% increase.in average interest-bearing liability balances due to management’s
efforts to lower cost of funds by decreasing rates paid on deposits and focus-on lower cost core deposits. Average total interest-
bearing deposits increased $106.0 million or 7.6% to-$1.499 billion during 2011 compared to-2010; while average borrowings
decreased $2.9 million or 1.7% to $163.9 million. Thé inerease in average total interest-bearing deposrts was pnmanly due to.an.
increase of $94.6 million in demand deposits. - e : :
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Average Balances, Interest and Yields

. For the Years Ended December 31,
2011 2010 2009
Average "~ Income/  Yield/  Average Income/ - Yield/ Average Income/ Yield/
Balance Expense . Rate. Balance Expense Rate Balance Expense Rate

(Dollars in thousands)
e

@}her rqglv’z:svtate owned

Total assets

" Total interest-bearing deposits 16309 109 1393497 23445 168 1399913 38621 276

1,663,330 - - " 1.37 -1,560,268

.$65,075

e
b
) Intervesvt 'i;xcome includes the effects of tdxéb‘ie—équivalem édjustmehls Jor 2011 and 2070 of $107,000 and $112,000, respectively. )
(2) Interest income includes the effects of taxable-equivalent adjustments for 2011 and 2010'of $279,000 and $242,000, respectively.

;s
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Rate/Volume Analysis

n

L %2011 Compared to 2010 Variance. .. . 2010 Compared to 2009 Variance
e Attributed to' .. ... ... . Attributed to®

Volume  Rate Net Chapg_ Volume Rate___ Net Change

(In thousands)

Taxable

$1,02 $

(5 874)
.341) (118

i ( - 7 .t N .

ments to repurchase L e a8 B
316 29

(1) The change in interest due to 'laoih rate and volume has been allocated to the companents i proportzon fo the relatzonshtp of the dollar amounts of the change in
each. ¢
(2) Reflects fully taxable equzvalent ad]ustments using a F ederal tax rate of 35%.

) Provision Jor Loan Losses

Management’s p"i)Iicy isto maintain the allowance for loan losses at alevel sufficient to absorb probable losses inherent in
the loan portfolio. The allowance is increased by the provision for loan losses and decreased by charge-offs, net of recoveries.

The provision for loan losses was $20.3 mllhon in2011, $17.1 million in 2010, and $28.8 million in 2009. Net charge- offs
were $20.5 million in 2011, compared to $19.1 million i in 2010, and $32.4 million in 2009. The increase in the provision in.2011,
compared to 2010 was primarily due to growth in the loan portfolio and an increase in net charge-offs. In 2008, management
increased provision for loan losses well in excess of charge-offs in response to the worsening economic climate and to continued -
deterioration in the Bank’s asset quality. Begmmng in the second half of 2009, credit trends began to stabilize and we saw some
improvement in certain credit quality metrics such as nonperforming assets. In 2010 and 2011, credit conditions in the consumer
portfolio continued to show improvement with 51gn1ﬁcant reductions in loans charged—off and delinquent loan percentages, while the
net charge-offs from which our non-consumer loan portfolio increased. Average nonperforming assets were $90.4 million for the year
ended December 31, 2011, compared to $87.4 million for the same period in 2010, an increase of $3.1 million or 3.5%.

The allowance for loan losses as a percentage of loans outstanding at the end of 2011, 2010, and 2009 was 1.72%, 2.00% and
2.33%, respectively. Excluding the loans acquired in the fourth quarter of 2011 through the FDIC-assisted purchase of Decatur First
Bank, the allowance for loan losses as a percentage of loans was 1.81%. The allowance for loan losses as a percentage of loans
decreased in 2011 in response to the stabilizing economy and the associated positive impact on consumer loans.

For additional information on asset quality, refer to the discussions regarding loans, credit quality, nonperforming assets, and
the allowance for loan losses.
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Analysis of the Allowance for Loan'Losses
December 31, :
2011 2010 2009 2008 2007
(Dollars in thousands) .

11,274 20,217 9,083

\ $2’7\956

net

Real estate construction loan net charge-offs were $12.9 million in 2011, compared to $10.9 million in 2010. These charge-
offs were related to residential construction builders and were attributed to the continued slow housing construction and sales. Based
on recent trends in the economy and a smaller balance of construction loans outstanding, management believes the real estate
construction loan charge-offs will decrease in 2012, as compared to 2011. We will continue to closely monitor the activity and frends
in the resrdent1al housmg constructlon portfoho as Well as the rest of the loan portfoho

Consumer mstallment loan net charge offs of $4 8 million decreased 24; 2% over charge-offs of $6.3 rmlhon o 2010 The
majority of consumer installment loan charge-offs were related to indirect automobile loan repossessions and liquidations. Indirect net
charge—offs decreased 42 0% or $2 6 mrlhon to $3.6 rmlhon for the year ended December 31,2011, COmpared to $6 2 mllhon in' 2010

Nonmterest Income

Noninterest income for 2011 was $51.4 million compared to $42.9 million in 2010, a 15.4% increase.: This increase was
primarily due to an increase in revenues from SBA lendmg, other operatmg 1ncome and indirect lendmg somewhat offset by a
decrease n securltles gams as descrlbed below S : S e

 Income-from SBA lendmg act1v1t1es which includes gains from the sale of SBA loans and ancillary fees on loans sold with -
servicing retained, totaled $8.5 million for 2011, compared to $2.4 million for 2010. The increase was due to higher sales and better °
margins in 2011 as a result of a more actlve secondary market: Loans sold 1ncreased from $24.5 million in 2010 to $93 9 mllhon in
2011. ~

Other operating income increased $1.8 million to $3.3 million in 2011, compared to 2010 because of a gain on the FDIC- .
assisted acquisition of Decatur First Bank and higher galns on sale of ORE The Bank recognized a gam on the acqulsrtron 'of Decatur
First Bank of $1.5 mrlhon in the fourth quarter of 201 1 ' L .

“Income from indirect lendmg activities mcreased $1.4 mrlhon)to $5.9 mrlhon for the year ended December 31; 201 1,
compared to 2010. The increase was primarily due to an increase in the gain on loans sold. Indirect lending loans sold totaled $140:2
million for the year ended December 31, 2011, compared to $63.3 million sold for the same penod in 2010 Somewhat offsettlng the
1ncrease in gain‘was a decrease in prepayment penalty and late charge 1ncome '
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Securities gain income decreased $1.2 million to $1.1 million in 2011, compared ta $2.3 million in 2010. The decrease is a
result of the Bank selling fewer securities in 2011, compared to 2010. The Bank sold five securities totaling $31.7 million during
2011, compared to 16 securities totaling $98.0 million in 2010.

Noninterest Eécpense

. Noninterest expense during 2011, increased $9.4 million or 12.4% to $85.4 million when compared to 2010, due primarily to
increases in salaries and employee benefits related to growth in the mortgage division, increases in other operating expenses, and
increases in professional and other services.: . .. :

Salaries and benefits eipense increased $5.0 mﬂ;l;ion‘ or 11.6% in 2011, compared to 2010. The increase was primarily due to
the higher commissions and salaries associated with the:mortgage division, and the hiring of new lenders in the SB#;, Commercial,
Private Banking and Indirect:divisions of the Bank. D : '

Other operating expenses were $12.0 million in 2011, and $3.0 million or 33.2% higher than-2010 as a result higher legal
expenses related to ongoing legal actions, higher other losses related to the establishment of certain mortgage lending reserves,
underwriting fee expense related to increased mortgage lending activity, higher other insurance expense related to certain expanded
coverage limits, higher miscellaneous tax expense, and higher credit reports expense related to increased mortgage lending activity.

_ & Professional and other'serVices”eXpense; increased $900,000 to $5.7 million, for the year ended December 3 1, 2011, compared.
to 2010; The increase was primarily due to higher outside service expense related to increased mortgage activity and associated credit
research, internet banking, indirect. lending and. deposit activity. S

Somewhat offsetting these increases was a decrease in FDIC insurance expense of $953,000 to $2.6 million for the year
ended December 31, 2011, compared to 2010 as a result of a reduction in the FDIC assessment rate and base.

Provision for Income Taxes

The provision for income taxes expense for 2011 and 2010 was $5.1 million and $4.4 million, respectively, with effective tax
rates of 31.1% and 30.3%, respectively. Management has reviewed all evidence, both positive and negative, and concluded that a
valuation allowance against the deferred tax asset is not needed at December 31, 2011.

2010 Compared 02009 . . .
Net Income. 4 ' o

Our net income for the year ended December 31, 2010, was $10.1 million or $0.63 and $0.56 for basic and fully diluted
earnings per share;, respectively. Net loss for the year ended December 31, 2009, was $3.9 million or $0.70 basic and fully diluted loss
per share. The $14.0 million increase in net income in 2010 compared to 2009 was due primarily to a $15.4 million decrease in
interest expense, as a result of our improved deposit mix and lower cost of deposits. Additionally, there was an $11.7. million decrease
in the provision for loan losses as a result of the recent positive economic trends affecting our loan portfolio including improving asset
quality and lower average nonperforming assets. :

Net Interest Income/Margin

Taxable-equivalent net interest income was $65.1 million in 2010 compared to $52.0 million in 2009, an increase of $13.1
million or 25.2%. Average interest-earning assets in 2010 increased $16.7 million to $1.777 billion, a 0.9% increase when compared
to 2009. 'Average interest-bearing liabilities decreased $8.9 million to $1.560 billion, a 0.6% decrease. The net interest margin
increased by 71 basis points.to 3.66% in 2010 when compared to 2009. The components of net interest margin are described below.

Taxable-equivalent interest income decreased $2.4 million or 2.4% to $95.6 million during 2010, compared with 2009 as a
result of a 19 basis point decrease in the yield on interest-earning assets somewhat offset by the net growth of $16.7 million or 0.9% in
average interest-earning assets. The average balance of loans outstanding in 2010, increased $29.4 million or 2.0%-to $1.481 billion
when compared to 2009. The yield on average loans outstanding decreased. 10 basis points to 5.90% when compared t0.2009, in large
part due to decreasing yields on the consumer loan portfolio, consisting primarily of indirect automobile loans. The decrease in yield
was due to changes in market interest rates. The average balance of investment securities decreased $22.0 million due to increased
maturities and calls. Average interest-bearing deposits increased $19.6 million to-$74.8 million and Federal funds sold decreased
$10.4 million or.94.4% t0 $613,000. .. -, . R ‘

| ‘Inter»est'exipens‘e in 2010 decreased $15.4 million or 33.6% ,to. $30.6 millic_jn, ésﬁa,result ofa $89 million or 0.6%. decrease in

average interest-bearing liability balances and a 97 basis point decrease in the cost of interest-bearing liabilities due to management’s
efforts to lower cost of funds by decreasing rates paid on deposits and to replace higher cost certificates of deposit with lower cost
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core deposits. Average total interest-bearing deposits decreased $6.4 million or 0.5% to $1.393 billion during 2010, compared to
2009, while average borrowings decreased $2.5 million or 1.5% to $166.8 million. The decrease in average total interest-bearing
deposits was primarily due to a decrease of $195.9 million in time deposits somewhat offset by an increase in demand accounts and
savings deposits. ' B S : : : : ‘

Provision for Loan Losses

The provision for loan losses was $17.1 million in 2010 and $28.8 million in 2009. Net charge-offs were $19.1 millionin
2010, compared to $32.4 million in 2009. The decrease in the provision in 2010 compared to 2009 was primarily due to moderating
asset quality, reduction’s in the level of average nonperforming assets, an increase in'SBA loans of which a portion of ‘each'loan is
guaranteed by the SBA, and a general increase in credit quality for newly originated loans. In 2010, credit conditions improved with-
significant reductions in loans charged-off and delinquent loan percentages. Average nonperforming assets were $87.4 million for the
year ended December 31, 2010, compared to $113.1 million for the same period in 2009, a decrease of $25.7 million-or 22.7%. -

" The allowance for loan lossés as a percentage of loans outstanding at the end of 2010, and 2009 was 2.00% and 2.33%,
respectively. The allowance for loan losses as a percentage of loans decreased 33 basis points in 2010 in response to the stabilizing
economy and the associated positive impact on consumer loans. '

Noninterest Income

Noninterest income for 2010, was $42.9 million compared to $34.0 million in 2009, a 26.3% increase. This increase was
primarily due to an increase in revenues from mortgage banking, SBA lending and other operating income, somewhat offset by a
decrease in securities gains, as described below. o

Income from mortgage banking activities increased $9.5 million to'$24.5 million during 2010, compared to2009. In 2009,
management made the strategic decision to expand the mortgage banking operation by hiring 58 former employees of an Atlanta
based mortgage company which had closed down operations. During 2010, we continued to hire employees for our mortgage
operation. As a result of this expansion and favorable mortgage interest tates, the Bank originated approximately $1.245 billion in
mortgage loans during 2010, compared to approximately $846 million in 2009, and $20 million in 2008. Origination fee income in
2010, was $4.9 million compared to $3.7 million in 2009. Gain on loans sold increased from $7.1 million in 2009, to $14.9 million in
2010. In addition, on January 1, 2009, the Bank elected under ASC 825-10-25 to value its loans held-for-sale at fair value. This
valuation along with the mark to market on the derivatives associated with interest rate lock commitments and related hedges resulted
in the recognition of a mark to-market gain of $2.3 million during 2010 compared to $2.0 million in2009.

Income from SBA lending activities which includes gains from the sale of SBA loans and ancillary fees on loans sold with -
servicing retained, totaled $2.4 million for 2010, compared to $1.1 million for 2009." The increase was due to higher sales and better .
margins in 2010 as a result of a more active secondary market. Loans sold increased from $16.7 million in 2009, to $24.5 million in-
2010. The premium on loans sold increased 65% in 2010, compared to 2009.

Other operating income increased $782,000 to $1.5 million in 2010, compared to 2009 because of higher gains-on sale of
ORE and higher ORE lease income. Gains on sale of ORE increased because of more favorable gains on the sales of foreclosed
properties. ORE lease income increased as the Bank was able to lease more propetties held in other real estate. e

Securities gain income decreased $3.0 million to $2.3 million'in 2010, compared to $5.3 million in 2009. The decrease is a
result of the Bank selling fewer securities in 2010 compared to 2009. The Bank sold 16 securities totaling $98 million during 2010,
compared to 33 securities totaling $151 million in 2009.

- Noninterest Expense
" Noninterest expense during 2010, increased $11.4 million or 17.7% to $76.0 million wheri compared to 2009, due primarily

to increases in salaries and employee benefits related to’growth in the mortgage division, and increases in other operating expenses.

Salaries and benefits expense increased $9.3 million or 28.0% in 2010, compared to 2009. The increase was primarily due to
the higher commissions and salaries associated with the expansion of the mortgage division during 2010 and the hiring of new lenders
in the SBA, Commercial, Private Banking and Indirect divisions of the Bank. SRR R

Other operating expenses were $9.0 million in 2010, and $’1 .9 million or 26.8% higher than 2009 as a result higher
underwriting fee expense rélated to increased mortgage lending activity, higher other insurance expense related to certain expanded

coverage limits, higher other losses related to the establishment of certain mortgage. lending reserves, higher advertising expenses,
higher stationery and printing expenses, and higher credit reports expense related to increased mortgage lending activity.

1
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Provision for Income Taxes.

- The provision for income taxes expense:(benefit) for 2010 and 2009 was $4.4 million and $(4.0) million, respectively, with
effective tax rates of 30.3% and 50.6%, respectively. The income tax benefit recorded in 2009 was primarily the result of a pretax loss
as well as the recognition of state income tax credits earned during the year. Management has reviewed all evidence, both positive
and negative, and concluded that a valuation allowance against the deferred tax asset is not needed at December 31, 2010.

Financial Condition S

: We: manage our assets and 11ab111t1es 1o maxnmze long-term earmngs opportunmes while malntalmng the integrity of our
financial position and the quality of earnings. To:accomplish this objective, management strives for efficient management of interest
rate risk and liquidity needs. The primary objectives.of interest-sensitivity management are to minimize the effect of interest rate
changes on the net interest margin and to manage the exposure to risk while maintaining net interest income at acceptable levels.
Liquidity is provided by our attempt to carefully structure our balance sheet and through unsecured and secured lines of credit with
other financial institutions, the Federal Home Loan Bank of Atlanta (the “FHLB”) and the Federal Reserve Bank of Atlanta (the
“FRB”).

The Asset/Liability Management Committee (“ALCO”) meets regularly to, among other things, review our interest rate
sensitivity positions and our balance sheet mix, monitor our capital position and ratios, review our product offerings and pricing,
including rates, fees and charges, monitor our ﬁmdlng needs and sources, and review cash flows to assess our current and projected
liquidity. . . .

" Market Risk

-Qur primary market risk exposures are interest rate risk, credlt risk and 11qu1d1ty risk.. We have little or no risk related to
trading: accounts, commodities, or foreign exchange

Interest rate r1sk Wthh encompasses price r1sk is the exposure of a banking organization’s financial condition and earmngs
ability to withstand adverse movements.in interest rates.: Accepting this risk can be an important source of proﬁtablhty and
shareholder value; however, excessive levels of interest rate risk can pose a significant threat to assets, earnings, and capital.
Accordmgly, effective risk management that maintains interest rate risk at prudent levels is essential to.our success.

- ALCO, Wthh 1ncludes senior management representatwes monitors and considers methods of managmg the rate and
sensitivity repricing characteristics of the balance sheet components consistent with maintaining acceptable levels of changes in
portfolio values and net interest income with changes in interest rates. The primary purposes of ALCO are to manage our interest rate
risk consistent with earnings and liquidity, to effectively invest our capital, and to preserve the value created by our core business
operations. Our exposure to interest rate risk compared to established tolerances is rev1ewed on at least a quarterly basis by our Board
of Directors.

Evaluating a financial institution’s exposure to changes in interest rates includes assessing both the adequacy of the
management process used to control-interest rate risk and the organization’s quantitative levels of exposure. When assessing the
interest rate risk management process; we seek to ensure that appropriate policies, procedures, management information systems, and
internal controls are in place to maintain interest rate risk at prudent levels with consistency and continuity. Evaluating the
quantitative level of interest rate risk exposure requires us to assess the existing and potential future effects of changes. in interest rates
on our consolidated financial condition, including capital adequacy, earnings, liquidity, and, where appropriate, asset-quality.

Interest rate sensitivity analysis, referred to as Equity at Risk, is used to measure our interest rate risk by computing estimated
changes in earnings and in the net present value of our cash flows from assets, liabilities, and off-balance sheet items.in the event of a
range of assumed changes in market interest rates. Net present value represents the market value of portfolio equity and is equal to the
market value of assets minus the market value-of liabilities, with adjustments made for off-balance sheet items. This ana1y51s assesses
the risk of loss in market risk sensitive instruments in the event of a sudden and sustained 200, 300, and 400 basis point increases or
decreases in market interest rates. In addition, management reviews the impact of various yield curve scenarios on earnings and cash
flows. : : : . :

We utilize a statistical research firm specializing in the banking industry to provide various quarterly analyses and special .
analyses, as requested, related to our current and projected financial performance, including rate shock analyses. Data sources for this
and other analyses include quarterly FDIC Call Reports.and the Federal Reserve Y.-9C, management assumptions, statistical loan
portfolio information, industry norms and.financial markets data. For purposes of evaluating rate shock, rate change induced
sensitivity tables are used in detenmnmg the: tumng and volume of repayment, prepayment and early withdrawals.

Earnings and falr value estlmates are subj ectlve in nature and mvolve uncertamtles and matters of s1gmﬁcant Judgment and,
therefore, cannot be determined with precision. Assumptions have been made as to appropriate discount rates, prepayment speeds,
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expected cash flows, and other variables:: Changes in assumptions significantly affect.the estimates and, as such, the derived earnings
and fair value:may. not be indicative of the negotiable value in an actual sale or.comparable to that reported by.other. financial
institutions. In-addition, the fair value estimates are based on existing financial instruments without attempting to estimate the value
of anticipated future business.. The tax ramifications related to the realization of the unrealized gains and-losses.can have a significant
effect on fair value estimates and have not been considered in the estimates. Our policy states that a negative change in net present
value (equity at risk) as a result of an immediate and sustained 200 basis point increase or decrease in interest rates should not exceed
the lesser of 2% of total assets or 15% of total regulatory capital. It also states that a similar increase or decrease in interest rates
should not negatively impact net interest income or net:income by more than 5% or 15%, respectively. -

"z The following schedule reflects:an analysis of our assumed market value risk-and earnings risk inherent in our interest rate
sensitive instruments related to immediate and sustained interest rate variances of 200 basis points, both above and below current
levels (rate shock analysis). It also reflects the estimated effects on net interest income and net income over a one-year period and the
estimated effects on net present value of ourassets, liabilities, and off-balance sheet items as a result of an immediate and sustained
increase or decrease of 200 basis points in market rates of interest as of December 31, 2011 and 2010:

Rate Shock_Al_ia!ysis
- 'December 31,2011 December 31, 2010
+200 Basis -200 Basis  +200 Basis -200 Basis

Market Rates of Interest - ‘ Points Points. Points ~ ° * Points
) i o \ ‘ : (Do‘lla;'s in thousands)

The rate shock analysis at December 31, 2011, indicated that the effects of an immediate and sustained increase of 200 basis
points in markét rates of interest would fall within policy parameters and approved tolerances for equity at risk, net interest income
and net income. - The effect of an immediate and sustained-decrease of 200 basis points in market rates would fall outside of policy
parameters for net interest income and net income. Short-term market rates have dropped to historically low levels so that an
immediate and sustained decrease of 200 basis points is highly doubtful.

- Rate shock analysis provides only a limited, point in time view of interest rate sensitivity. The gap analysis also does not
reflect factors such as the magnitude (versus the timing) of future interest rate changes and asset prepayments. The actual impact of
interest rate changes upon earnings and net present value may differ from that implied by any static rate shock or gap measurement.
In addition, net interest income and net present value under various future interest rate scenarios are affected by multiple other factors
not embodied in a static rate shock or gap analysis, including.competition, changes in the shape of the Treasury yield curve, divergent
. movement among various interest rate indices; and the speed with which interest rates change. . _ -

Interest Rate Sensitivity -~ -+ . -~ - . . SR

The major elements used to manage interest rate risk include the mix of fixed and variable rate assets and liabilities and the
maturity and repricing patterns of these assets and liabilities.. It is our policy not to invest in derivatives outside of our mortgage
hedging process: . We perform a quarterly review of assets and liabilities that reprice and the time bands - within which the. repricing
occurs. Balances generally are reported. in the time band that corresponds to the instrument’s next repricing date or contractual
maturity, whichever occurs: first. However; fixed rate indirect automobile loans, mortgage backed securities, and residential mortgage
loans are primarily included based on scheduled payments with a prepayment factor incorporated. Through such analyses, we monitor
and manage our interest sensitivity gap-to-minimize the negative effects of changing interest rates.

- The:interest rate sensitivity structure within our balance sheet at December 31, 2011, indicated a cumulative net interest
sensitivity asset gap of 11.84% when projecting forward six months. When projecting out one year, there was a net interest sensitivity
asset gap.of 9.73%. This information represents a:general indication of repricing characteristics oyver time; however, the sensitivity of
certain deposit-products'may: vary during extreme swings in the interest rate cycle (see-“Market Risk”).- Since all interest rates and
yields.do not adjust at the same velocity, the interest rate:sensitivity gap is only a general indicator of the potential effects of interest
rate changes on net.interest income. Our policy, states that the cumulative gap at six months and one year. should generally not.exceed
15% and.10%, respectively. Our cumulative gap at six months and one year both fall: within this guideline. :

P
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The following table illustrates-our interest rate sensitivity at December 31, 2011, as well as the cumulative position at
December 31, 2011. All amounts are categorized by their actual maturity or repricing date with the exception-of non-maturity deposit
accourits. ‘As a result of prior experience during periods of rate volatility and management’s estimate of:future rate sensitivities, we
allocate the non-maturity deposit accounts noted below; based on.the estimated duration of those deposits:

" Interest Rate Sensitivity Analysis

o Lo Repricing Within e
0-30 31-60 61-90 91-120 121-150 151-180 181-365 Over One
Days Days . . Days. - Days Days. . Days Days _Year . . Total
: (Dollars in thousands) '

Loans held-for-sale 74,929 38,566 11,294 1,294 1,294 3,236 3,236 - 133,849 4

$289,471

Liquidity

Liquidity is defined as the ability to meet anticipated customer demands for funds under credit commitments and deposit
withdrawals at a reasonable cost and on a timely basis. Mandgement measures the liquidity position by giving consideration to both
on-balance sheet and off-balance sheet sources of and demands for funds on a daily and weekly basis.

Managemeént séeks to ‘maintain a stable net liquidity position while optimizing operating results, as reflected in net interest
income, the net yield on earning assets, and the cost of interest-bearing liabilities in particular. ALCO meets regularly.to review the
current and projected net liquidity positions and to review actions taken by management to achieve this liquidity objective. While the
desired level of liquidity will vary depending on a number of factors, it is the primary goal of Fidelity to maintain a sufficient level of
liquidity in both normal operating conditions and in periods of market or industry stress.

Sources of liquidity include cash and cash equivalents, net of Federal requirements to maintain reserves against deposit
labilities; investment securities eligible for sale or pledging to secure borrowings from dealers and customers pursuant to securities
sold under agreements to repurchase (“repurchase agreements”); loan repayments; loan sales; deposits and certain interest-sensitive
deposits; brokered deposits; a collateralized contingent line of credit at the FRB Discount Window; a collateralized line of credit from
the FHLB; and, borrowings under unsecured overnight Federal funds lines available from correspondent banks. The principal
demands for liquidity are new loans, anticipated fundings under credit commitments to customers, and deposit withdrawals. -

The Company has limited liquidity, and it relies primarily on interest-and dividends from subsidiaries equity, subordinated
debt, and trust preferred securities, interest income, management fees, and dividends from the Bank as sources of liquidity. Interest
and dividends from subsidiaries ordinarily provide a source of liquidity to a bank holdihg company. The Bank pays interest to Fidelity
on the Bank’s subordinated debt and its short-term investments in the Bank and cash dividends on its preferred stock and common
stock.  Under the regulations of the GDBF, bank dividends may not exceed 50% of the prior year’s net earnings without approval from
the GDBF. If dividends received from the’Bank were reduced or eliminated, our liquidity would be adversely affected. The Bank’s
net liquid asset ratio, defined as Federal fuhds sold, investments maturing in 30 days, unpledged securities, available unsecured
Federal funds lines of credit, FHLB borrowing capacity and available brokered certificates of deposit divided by total assets increased
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from 16.1% at December 31, 2010, to 21.0% at December 31, 2011. The increase is due to a higher level of free securities due to - )
growth in the investment portfolio.

In addition to cash and cash equivalents and the ava11ab111ty of brokered deposits, as of December 31, 2011, we had the
followmg sources of avallable unused llquidity : -

December 31, 2011 -
(In thousands)

02,000

Total sources of available unused 11qu1d1ty

Net‘ cash ﬂows.from operating activities primarily result from net-income adjusted for the following-noncash items: the
provision for loan losses, depreciation, amortization, and the lower of cost or market adjustments, if any. Net cash flows provided by
operating activities in 2011 were positively impacted by proceeds from sales of loans of $1.524 billion and negatively impacted
primarily by $1.419 billion in loans originated for resale. Net cash flows used in investing activities were negatively impacted by
$213:7. million of cash. outflows for purchases of investment securities available-for-sale and $276.0 million related to the increase in.
the loan portfolio. In addition, the net cash flows used in investing activities were positively impacted by net-cash inflows from
maturities and calls of investment securities of $86.0 million, and proceeds from the sale of investment securities available-for-sale of
$32.8 million." Net cash flows provided by financing activities were positively 1mpacted by.increases in transactional accounts of
$174.6 million, and an increase of $83.7 million in time deposrcs

Contractual Obligations and Other Commitments

The following schedule provides a summary of our financial commitments to make future payments, primarily to fund loan
and other credit obligations, long-term debt, and rental commitments primarily for the lease of branch facilities, the operations center,
the SBA lending office, and the commercial lending, construction lending, and executive offices as of December 31, 2011. Payments
for borrowings do not include interest. Payments related to leases are based on actual payments specified in the underlying contracts
Loan commitments, lines of credit, and letters‘of credit are presented at contractual amounts; however, since many of these -
commitments are “revolving” commitments as discussed below and many are expected to expire unused or partially used, the total :
amount of these connmtments does not necessarily reflect future cash requirements.

Commitment Maturity or Payment Due by Penod

Commitments: More Than1 - . 3 Yearsor
or Long-term 1Yearor  Year but Less More but Less 5 Years or
Borrowings Less Than 3 Years Than 5 Years More
’ RO - (In thousands) ) ‘

Lines of Credit 1,538 327 78 1,133

commitments and long-term borrowings $426,107 $213,846 $74,735 $30,677 $106,849

(1) Fii ial i include both secured and unsecured obligations to fund. Certain residential construction and acquisition and de relate to “revolving” commitments
whereby payments are received as individual homes or parcels are sold; therefore, the outstanding balances at any one-time will be less than the total commitment. Construction loan commitments in
excess of one year have provisions to convert to term loans at the end of the construction period.

(2) Subordinated debt is comprised of five trust preferred security issuances. We have no obligations related to the trust preferred security holders other than to remit perladlc interest payments and to
remit principal and interest due at maturity. Each trust preferred security provides us the opportunity to prepay the securities at specified dates from inception, the fixed rate issues with declining
premiums based on the time outstanding or at par afier designated periods for all issues.

(3) All long-term borrowings are collateralized with investment grade securities or with pledged real estate loans.

(4) Leases and other rental agreements typically have renewal options either at predetermined rates or market rates on renewal.

(5) Purchase obligations include significant contractual obligations under legally enforceable contracts with contract terms that are both fixed and determinable with initial terms greater than one year.
The majority of these amounts are primarily for services, including core pr ing systems and tel e.
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Off-Balance Sheet Arrangements-

We are a party to financial instruments with off-balance sheet risk in the normal course of business to meet the financing
needs of our customers, and to reduce our. own exposure. to fluctuations in interest rates. These financial instruments, which include
commitments to extend credit and letters of credit, involve to varying degrees elements of credit and interest rate risk in excess of the
amount recognized in the consolidated financial statements. The contract or notional amounts of these instruments reflect the extent
of involvement we have in particular classes of financial instruments.

Our exposure to credit loss, in the event of nonperformance by customers for commitments to extend credit and letters of
credit, is represented by the contractual or notional amount of those instruments. We use the same credit policies in making
commitments and conditional obligations as we do for recorded loans. Loan commitments and other off-balance sheet exposures are
evaluated by the Credit Review department quarterly and reserves are provided for risk as deemed appropriate.

Commitments to extend credit are agreements to lend to customers as long as'there is no vielation of any condition
established in the agreement. Substantially all of our commitments to extend credit are contingent upon custoiners maintaining
specific credit standards at the time of loan funding. We minimize our exposure to loss under these commitments by subjecting them
to credit approval and monitoring procedures. Thus, we will deny funding a commitment if the borrower’s financial condition
deteriorates during the commitment period, such that the customer no longer meets the pre-established conditions of lending.-
Commitments generally have fixed expiration dates or other termination clauses and may require payment of a fee. - We evaluate each
customer’s creditworthiness on a case-by-case basis. The amount of collateral obtained, if deemed necessary upon extension of credit,
is based on management’s credit evaluation of the borrower. Collateral held varies, but may-include accounts receivable, mventory,
property, plant and equlpment -and mcome—producmg commercial propertles . :

: Standby and import letters of credit are commltments 1ssued by us to guarantee the performance of a customer to a third:
party. The credit risk involved in issuing letters of credit is essentially the same as that involved in extending loans or lines of credit to
customers. We hold collateral supporting those commitments as deemed necessary.

Loans

, During 2011, total loans outstanding, which included loans held-for-sale, increased $144.5 million or 9.0% to $1.758 billion
when compared to 2010. The Bank’s total loan production increased to $2.492 billion in 2011, compared to $2.209 billion in 2010.
The increase in loans was the result of a $141.0 million or 19.7% increase in consumer installment loans, consisting primarily of
indirect automobile loans, to:$857.2 million: because of the improving economy in the'Bank’s market area. Total commercial loans,
including SBA loans, increased $70.8 millien.or 14.8% to $549.3 million in 2011, compared to:2010 with the growth primarily in the
commercial real estate segment of the portfolio as part of the. Bank’s effort to serve credit worthy customers in ourlocal footprint.
Construction loans decreased $17.5 million or 15.2% to $97.7 million. Contributing to the decline were continued construction loan
charge-offs, foreclosutes and payoffs, which mete than offset loan production In the fourth quarter of 2011, Fidelity acquired
Decatur F1rst Bank inan FDIC-a551sted transactlon This resulted inan increase of $77.5 million in loans at December 31, 2011.

Loans held for-sale decreased $76 0 mllhon or 36 2% to. $133 8 million primarily due to a $64.1 million decrease in
mortgage loans held-for-sale to $90.9 million due to increased sales to FNMA and more efficient processing. The balance of the
decrease in loans held-for-sale was in SBA loans which decreased $11.9 million to $12.9 million. The fluctuations in the held-for-sale
balances are due to loan production levels and demands of loan investors.
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- Loans, by Category

December 31,
2011 2010 2009 2008 2007

(In thousands)

Consumer loans 857175 716,185 597782 679330 706,188

Loan Maturity and Interest Rate Sensitivity

December 31, 2011
Within One One Through Over Five

Year Five Years - Years Total

(In thousands)

Total : $324,294 $173,949 $148,807 $647,050‘

78790 123880

Total

Construction Loans

Total construction loan advances remained falrly stable increasing from $22.6 million for the year ended December 31, 2010,
to $24.7 million for the year ended Décember 31, 2011. Payoffs and transfers to ORE decreased from $89.3 million for the year
ended December 31, 2010, to $81.9 million for the year ended December 31, 2011.

Credit Quality

Credit quality risk in the loan portfolio provides our highest degree of risk. We manage and control risk in the loan portfolio
through adherence to standards established by the Board of Directors and senior management, combined with a commitment to
producing quality assets, monitoring loan performance, developing profitable relationships, and meeting the strategic loan quality and
growth targets. Our credit policies establish underwriting standards, place limits on exposures, which include concentrations and
commitments, and set other limits or standards as deemed necessary and prudent. Also included in the policy, primarily determined
by the amount and typé of loan, are various approval levels, ranging from the branch or department level to those that are more
centralized. We maintain a diversified portfolio intended to spread risk and reduce exposure to economic downturns, which may
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occur in different segments of the economy or in particular industries. Industry and loan type diversification is reviewed at least
quarterly.

Management has taken numerous steps to reduce credit risk in the loan portfolio and to strengthen the credit risk
management team and processes. A special assets group was organized in 2008 to evaluate potential nonperforming loans, to properly
value nonperforming assets, and to facilitate the timely disposition of these assets while minimizing losses to the Company. In
addition, all credit policies have been reviewed and revised as necessary, and experienced managers are in place and have
strengthened all lending areas and Credit Administration. Because of loan growth, particularly in our consumer indirect lending
portfolio, and an increase in net charge-offs, the provision for loan losses for the year ended December 31, 2011, increased to $20.3
million compared to a $17.1 million for the year ended December 31, 2010. Net charge-offs in 2011 increased to $20.5 million
compared to $19.1 million during 2010, largely due to an increase in real estate construction charge-offs. Construction loan net
charge-offs increased from $11.3 million for the year ended December 31, 2010, to $13.5 million in 2011. This increase is a function
of the continued slow housing market in the Atlanta metropolitan area. :

The performance of the consumer indirect lending portfolio of loans which at December 31, 2011, made up 48.8% of the
total loan portfolio, has also shown improvement in 2011. Indirect loans 60-89 days delinquent decreased 52.1% from December 31,
2010, to December 31, 2011. Nonaccrual indirect loan balances decreased 29.8% from December 31, 2010, to December 31, 2011.

The Credit Review Department (“Credit Review™) regularly reports to senior management and the Loan and. Discount
Committee of the Board regarding the credit quality of the loan portfolio, as well as trends in the portfolio and the adequacy of the
allowance for loan losses. Credit Review monitors loan concentrations, production, loan growth, as well as loan quality, and
independent from the lending departments, reviews risk ratings and tests credits approved for adherence to our lending standards.
Finally, Credit Review also performs ongoing, independent reviews of the risk management process and adequacy of loan
docuumentation. The results of its reviews are reported to the Loan and Discount Committee of the Board. The consumer collection
function is centralized and automated to ensure timely collection of accounts and consistent management of risks associated with
delinquent accounts.

Nonperforming Assets

Nonperforming assets consist of nonaccrual loans, troubled debt restructured loans, repossessions, and other real estate.
Nonaccrual loans are Ioans on which the interest accruals have been discontinued when it appears that future collection of principal or
interest according to the contractual terms may be doubtful. Troubled debt restructured loans are those loans whose terms have been
modified, because of economic or legal reasons related to the debtors’ financial difficulties and provide a concession to the borrower
such as, a reduction in principal, change in terms, or modification of interest rates to below market levels. The Bank had $14.5 million
in troubled debt restructured loans at December 31, 2011, of which $4.4 million were accruing loans and $10.1 million are on
nonaccrual and included in nonperforming assets below. Repossessions include vehicles and other personal property that have been
repossessed as a result of payment defaults on indirect automobile loans and commercial loans.

Nonperforming Assets

December 31, \
2011 2010 2009 2008 2007

(Dollars in thousands)

Nonaccrual loans-legacy : bl 0,41 $76,545  $69,743  $ 98,151 = $14371
Nonaccrual loans — FDIC a551sted transactlons 6,272 - — - —
Repossessions e e a3 1,119 LOAALS08 i DIgEG L D 80
Other real estate — legacy - 21,058 20 525 - 21,780 15,063 7,308
Other real estate — FDIC-2 transaction . 9468 L e e

Total nonperformmg assets $ 98,634 $98 189 $92,916 $115,230 $24,191
Loans past due 90 days or mo; stil ling - 23
Ratio of loans past due 90 days or more and st111

accruing to total loans 4 —% —%
Ratlo ofknonperformmg ssets to total | S ana

! ’ el 1.65

The increase in nonperforming assets from December 31, 2010, to December 31, 2011, was a result of an increase in ORE.
ORE increased primarily due to the FDIC-assisted acquisition of Decatur First Bank in the fourth quarter of 2011. At December 31,
2011, the ORE which is related to Decatur First Bank totaled $9.5 million. Management believes it has been proactive in charging
down and charging off these nonperforming assets as appropriate. Management’s assessment of the overall loan portfolio is that loan
quality and performance have stabilized. Management is being aggressive in evaluating credit relationships and proactive in
addressing problems.
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When a loan is classified as nonaccrual, to the extent collection is in question, previously accrued interest is reversed and
interest income is reduced by the interest accrued in the current year. If any portion of the accrued interest was accrued in a previous
period, accrued interest is reduced and a charge for that amount is made to the allowance for loan losses. For 2011, the gross amount
of interest income that would have been recorded on nonaccrual loans, if all such loans had been accruing interest at the original
contract rate, was approximately $3.6 million compared to $4.4 million and $3.4 million during 2010 and 2009, respectively. For
additional information on nonaccrual loans see “Critical Accounting Policies — Allowance for Loan Losses.”

‘Allowance for Loan Losses

As discussed in “Critical Accounting Policies — Allowance for Loan Losses,” the allowance for loan losses is established and
maintained through provisions charged to operations. Such provisions are based on management’s evaluation of the loan portfolio
including current economic conditions, loan portfolio concentrations, the economic outlook, past loan loss experience, adequacy of
underlying collateral, and such other factors which, in management’s judgment, deserve consideration in estimating loan losses.

Loans are charged off when, in the opinion of management, such loans are deemed to be uncollectible. Subsequently, recoveries are
added to the allowance.

For all loan categories, historical loan loss experience, adjusted for changes in the risk characteristics of each loan category,
current trends, and other factors, is used to determine the level of allowance required. Additional amounts are allocated based on the
possible losses of individual impaired loans and the effect of economic conditions on both individual loans and loan categories. Since
the allocation is based on estimates and subjective judgment, it is not necessarily indicative of the specific amounts of losses that may
ultimately occur. '

In determining the allocated allowance, all portfolios are treated as homogenous pools. The allowance for loan losses for the
homogenous pools is allocated to loan types based on historical net charge-off rates adjusted for any current changes in these trends.
Within the commercial, commercial real estate, and business banking portfolios, every nonperforming loan and loans having greater -
than normal risk characteristics are not treated as homogenous pools and are individually reviewed for a specific allocation. The
specific allowance for these individually reviewed loans is based on a specific loan impairment analysis.

In determining the appropriate level for the allowance, management ensures that the overall allowance appropriately reflects
a margin for the imprecision inherent in most estimates of the range of probable credit losses. This additional allowance, if any, is
reflected in the unallocated portion of the allowance. '

At December 31, 2011, the allowance for loan losses was $28.0 million, or 1.72% of loans compared to $28.1 million, or
2.00% of loans at December 31, 2010. Excluding the Decatur First loan portfolio, the allowance for loan losses as a percentage of
loans would be 1.81%. Net charge-offs as a percent of average loans outstanding was 1.38% in 2011 compared to 1.44% for 2010.

The table below presents the allocated loan loss reserves by loan type as of December 31, 2011 and 2010.

December 31, Increase
2011 2010 (Decrease)

(In thousands)
9,286
1598
2,570
$27,956 $28,082 $ (126)

The allocated allowance for real estate construction loans decreased $1.0 million to $8.3 million at December 31, 2011, when
compared to 2010, primarily due to reduced loans outstanding. Total construction loans decreased $19.4 million during 2011, to $95.8
million compared to $115.2 million at the end of 2010. The allowance allocated to indirect automobile loans decreased $1.6 million
or 20.5% to $6.0 million from $7.6 million at the end of 2010. The decrease is primarily the result of positive trends in asset quality
indicators somewhat offset by an increase in loans outstanding. The allowance allocated to commercial loans increased $1.7 million
during 2011, to $9.2 million compared to $7.5 million at the end 0f 2010. The increase is primarily related to an increase in loan
outstandings and historical charge-offs.

The unallocated allowance increased $840,000 to $1.9 million at December 31, 201 1, compared to year-end 2010 based on

management’s assessment of losses inherent in the loan portfolio and not reflected in specific allocations. See “Provisions for Loan
Losses.”
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The Bank does not originate or portfolio any option ARM loans where borrowers have the ability to make payments which
do not cover the interest due plus principal amortization. In addition, the Bank does not portfolio high loan-to-value ratio mortgages,
interest only residential mortgage loans, subprime loans or loans with initial teaser rates: There are no significant geographic
concentrations of loans within our markets. ' : -

Allocation of the Allowance for Loan Losses

December 31, 2011 December 31, 2010 December 31, 2009
Allowance %* Allowance %* Allowance %*

(Dollars in thousands)

7,598  51.03 10,994 - 4635

Total $27,956 100.00% $28,082 = 100.00% $30,072 100.00%
December 31, 2008 December 31, 2007
Allowance % * Allewance Y%*

(Dollars in thousands)

042
Consmner installment

Total B $33,691  100.00% $16,557 100.00%

*Percentage of respective loan type to loans. )
(1) Includes allowance allocated for real estate-mortgage-commercial loans and SBA loans.

Investment Securities

The levels of short-term investments reflect our strategy of maximizing portfolio yields within overall asset and liability
management parameters while providing for pledging and liquidity needs. Investment securities other than the investment in FHLB -
stock, on an amortized cost basis totaled $264 million and $175 million at December 31, 2011, and 2010, respectively. The increase
of $89 million in investments at December 31, 2011, compared to December 31, 2010, was attributable to management’s decision to
better position the portfolio for future changes in interest rates and execute cash flow and capital risk rating strategies.

In 2011, the Company made several investment purchases and sales in an effort to position the portfolio should overall
interest rates rise, to provide for liquidity needs as the loan portfolio began to grow, and to improve the risk based capital requirement
profile of the investment portfolio. The Company sold five mortgage backed securities with an amortized cost basis of $32 million.
The Company purchased $79 million in GNMA mortgage backed securities and $93 million in FHLB callable debt. In addition, the
Bank purchased the investment portfolio from Decatur First Bank in an FDIC-assisted transaction, which totaled $42 million at
December 31, 2011, and consisted primarily of agency mortgage-backed securities.

Decreasing the size of the investment portfolio were principal paydowns on mortgage-backed securities of $29 million, and

$64 million in calls on FHLB and FNMA securities.

The estimated weighted average life of the securities portfolio was 4.07 years at December 31, 2011, compared to 6.0 years at
December 31, 2010. At December 31, 2011, approximately $255 million based on the amortized cost of investment securities were
classified as available-for-sale, compared to $161 million based on the amortized cost at December 31, 2010. The net unrealized gain
on these securities available-for-sale at December 31, 2011, was $6.0' million before taxes, compared to a net unrealized gain of
$738,000 before taxes at Decembér 31, 2010. -

At December 31, 2011 and 2010, we classified all but $6.0 million and $14.1 million, respectively, of our investment
securities as available-for-sale. We maintain a relatively high percentage of our investment portfolio as available-for-sale for possible
liquidity needs related primarily to loan production, while held-to-maturity securities are primarily utilized for pledging as collateral
for public deposits and other borrowings. : L
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Distribution of Investment Securities

; December 31, SR
2011 : ‘ . 72010 e 2009
Amortized ~ Fair Amortized ~ Fair Amortized = Fair
' Cost Value " "Cost =~ Value © - Cost ' Value
. o . . .(In thousands) ‘ ‘ o

19,124 19,714 11,705 11,330

Municipal securities

’$264,311 $26’1419

Total $174;850 $17E,404 $156,346 $156 859

The followmg table deplcts the matunty d1str1but10n of investment securities and average yields as of December 31, 201 1 and
2010. All amounts are’ categorized by their expected repricing date. The expected maturities may differ frém the contractual °
maturities of mortgage backed securities because the moitgage holder ‘of the underlying mortgage loans has the rightto prepay their
mortgage loans without prepayment penalties. The expected maturities may differ from the contractual maturities of callable agencies
‘and municipal securities because the issuer has the right to redeem the callable security dt predetermined pnces at spec1ﬁed times prlor
to maturity.

Maturlty Dlstrlbutlon of Investment Securltles and Average Ylelds(l)

December 31, 2011 ~ ° December 31,2010 -

Amortized ~ Fair Average Amortized Fair Average
Cost Value Yield" Cost Value Yield”
(Dollars in thousands) ) ‘

UsS. Treasury secuntles and ob igatio
Government corporatlons and agenci

Due in less than one year .

$ 8876 $ 9,662 $ 14110  $ 14,926

(1) Weighted average yields are calculated on the basis of the carrying value of the security.
(2) Interest income includes the qj"ects of taxable equivalent adjustments of $279,000 in 2011 and $242,000 in 2010.

Deposnts
Total deposits increased $258.3 million or 16.0% during 2011 to $1.872 billion at December 31, 2011, from $1 613 b11110n at

December 31, 2010, due to an increase in interest-bearing demand deposits, of $99.4 million or 23.2% to $527.0 million, an increase in
noninterest bearing demand deposits.of $84.0.million or 45.2% to $269:6 million and. an increase, in:time deposits $100, 000 and over
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of $82.8 million or 33.6% to $329.2 million. Savings deposits decreased $8.8 million or 2.2% to $389.2-million.- The Bank acquired
Decatur First Bank in an FDIC-assisted transaction in the fourth quarter of 2011, and at December 31, 2011, had $18.5 million in
noninterest-bearing demand deposits,: $58 7 million in interest-bearing deposits, $2 2 million in savings, $26 1 million in time deposits
$100,000 and over, and $29.1 miliion in other time deposits resulting from that acquisition. As interest rates stabilized at historically

" low levels in 2011, many customers feanng]ockmg in low certificate of deposit rates, put their money into money market accounts
which pay competltlve rates but allow the deposﬁor the ﬂex1b111ty to access, the funds when necessary. The increase in noninterest-
bearing demand deposits was in part due to an increase in the number of transaction accounts as the result of continued benefits from
the transaction account acquisition initiative continued in 2011, and in part due to unlimited deposit insurance coverage available
through December 31, 2012, for noninterest-bearing transaction accounts through implementation of the Dodd-Frank Act.
Management priced time deposits $100,000 and over very competitively in 2011 to encourage customers to extend maturities allowing
the Bank to take advantage of the hlstoncally low deposit mterest rates.

Average interest-bearing’ deposnts during 2011 lncreased $106.0.miltion or 7.6% over 2010 average balances to $1.499
billion. The average balance of savings depos1ts decreased $7.7 million to $407.9 million, while the average balance of interest-
bearing demand deposits increased $94.6 million to $439.2 million, and the average balance of time deposits increased $19.0 million
t0,$652.3 million. Core deposits, obtained.from a broad range of customers, and our largest source of funding, consist of all interest-
bearing and noninterest-bearing deposits except time deposits over $100,000 and brokered deposits. Brokered deposits decreased
from $62.5 million at December 31, 2010, t0.$19.2,million at December 31, 2011, and are included in other time deposit balances in
the consolidated balance sheets. As.core dep031ts grew during 2011, higher cost maturing brokered, certlﬁcates of deposit were
allowed to mature without;being replaced. The average balance of mterest-bearmg core deposits was $1.163 billion and $1.070 billion
during 2011 and 2010, respectively.

Noninterest-bearing deposits are comprised of certain business accounts, including correspondent bank accounts and escrow
deposits, as well as individual accounts. Average noninterest-bearing demand deposits totaling $219.4 million represented 15.9% of
average core deposits.in 2011 compared to an average:balance of $169.1 million or 13.7% in 2010. The average amount of, and
- average rate paid on, deposits by category for the periods shown'are presented in'the following table:

Selected Statistical Tnformation for Deposits .

December 31, G
2011 2010 . 2009

Average Average Average

Amount Rate - "Amount Rate -Amount. - Rate

(Dollars in thousands)

Interest-bearing demand deposits

Time deposits 633,374 829,229

Maturity Distribution of Time Deposits

December 31, 2011

’$10;0,‘000‘tf),r '
Other A More - Total

(In th

Short-Term Debt

There were four FHLB short-térm borrowmgs at’ December 31 2011 totaling $34.5 million, which were drawn ona
collateralizéd line with $12:0 million matlring January 3, 2012 at a rate of 0.14%, $5.0 million maturing March'12, 2012 at 3.29%,
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$2.5 million maturing April 2, 2012 at a rate of 3.24%, and $15.0 million maturing April 13,2012 ata rate of 2.56%. There were no
* FHLB short-term borrowings at December 31, 2010. All FHLB advances are collateralized with qualifying residential, home equity,
and commercial real estate mortgage loans and, from time to time, agency notes or agency mortgage backed securities. ‘

Other short-term borrowings totaled:approximately $18.6 million and $33.0 million at December 31, 2011 and 2010,
respectively, consisting of the FHLB short-term borrowings listed-above, and $18.6 million and $20.8 million, respectively, in. -
overnight repurchase agreements primarily with commercial customers at an average rate of 0.23% and 0.47%, respectively. In
addition, at December 31, 2010, the Bank had $12.2 million in SBA secured borrowings at 5.07%. These borrowings result from
transfers of SBA loans to third parties in which the Bank makes certain representations and warranties effective for 90 days from the
date of transfer. When the 90 day period expires, the secured borrowing is reduced, loans are reduced, and a gain or loss on sale is
recorded in SBA lending activities in the Consolidated Statement of Operations. There were no SBA secured borrowings at December

31, 2011.
There were no Federal funds purchased outstanding at December 31, 2011 or December 31, 2010: -
Schedule'of Short-Term Borrowings® -

“Weighted. -

Maximum Average Average Interest
e e Outstandingat - Average - InterestRate . Ending -  Rate at Year-
Years Ended December 31, - .-

cnooan - Any Month-End ‘Balance .. During Year - - Balance = - End

" (Dollars in ihot(sﬁnds) ‘

,,,,,,

32,977
i : 7 - § SEa L :
E{MQ& TR L s 5 8 iaiy

s
; e

(1) Consists of Fe ederal Sfunds purchased, securities sold under agreements to rephrbhase, long-terr borrowings within a year to maturity, and borrowings fromt the
- FHLB that mature either overnight or on a remaining fixed maturity not to-exceed one year. ' s o 2

Subordinated Debt and Other Long-TermDebt ~ * . Coar e

The Company had $120.0 million and $142.5 million of subordinated debt'and other long-term debt outstanding at December
31,2011 and 2010, respectively. - At December 31, 2011 and 2010, the Company had $67.5 million in trust preferred securities .-
classified as subordinated debt, including $2.0 million in subordinated debt incurred to acquire stock in the trust preferred subsidiaries.
The Company alsohad $52.5 million and-$75.0 million at December 31, 2011 and 2010, respectively, in long-term Federal Home
Loan Bank Advances. '

The $22.5 million or 15.8% deerease:in long-term debt at Decémber 31, 2011 , compared:to December 31, 2010 isa result of
the reclassification of three FHLB advances totaling $22.5 million from long-term borfowings to short-term borrowings..A $5.0-
million 3.29% FHLB advance maturing March 12,2012, a $2.5 million 3.25% FHLB advance maturing April 2, 2012, and 2.$15.0
million 2.56% FHLB advance maturing April 13, 2012 were reclassified during 2011.

" OnMarch 12, 2008,.the Company eiteted into a $5.0 million five year FEHEBEuropean convertible advance collateralized
with pledged:qualifying real estate loans and'maturing March 12,2013; The advance had an interest rate of 2.395% at December 31,
2010. The FHLB had the one-time option on:March 12, 2010, to convert the intérest rate from a fixed rate to a variable rate based on
three-month LIBOR plus a spread charged by the FHLB to its members for an adjustable rate credit advance with the same remaining
maturity, but did not exercise this optior. : : ‘ L ‘ , ‘

On March 12, 2008, the Company entered into a $5.0 million five year:FHLB European convertible advance collateralized
with pledged qualifying real estate loans and maturing March 12, 2013. The advance had an interest rate of 2.79% at December 31,
2010. The FHLB has the-one-time option on March 14, 2011, to convert the inferest rate from a fixed rate to & variable rate'based on
three-month LIBOR plus a spread charged by the FHLB to its members foran adjustable rate credit advance with the same remaining
maturity but did not exercise this option. ‘

*'On April 3,2008, the Company entered into-a $2.5 million five year FHLB ‘European convertible advance collateralized with
pledged qualifying real estate loans and maturing:April 3, 2013. ‘The advance had an‘interest rate of 2.40% at December 31, 2010.
The FHLB had the ohe-time option on April 5,:2010, to':convert the interest rate' from a fixed rate to a variable rate based on three-
month LIBOR plus a spread: charged by the FHLB to its members for an adjustable rate credit advance with the same remaining
maturity, but did not exercise this option. S o e o L : ‘ T

On November 5, 2007, the Company entered into a $25.0 million three year FHLB European Convertible Advance
collateralized with pledged qualifying real estate loans and maturing November 5, 2010. The interest rate on the advance was
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originally at 4.06% and had a one-time FHLB conversion option in November.of 2008. In 2010, this advance was restructured to -
extend the maturity date to July 16,:2013.and lower the interest rate to 1.76%.’ , o :

If the Bank should decide to prepay any of the convertible advances above prior to conversion by the FHLB, it will be subject
to a prepayment penalty. However, should the FHLB receive compensation from its hedge parties upon a prepayment, that
compensation would be payable toithe Bank.less an administrative fee. Also, should the FHLB decide to exercise its.option to convert
the advances to.variable rate, the Bank can prepay:the advance on the conversion date and each quarterly-interest payment date -
thereafter with no prepayment penialty. R ' IR , :

~:On March 9,-2009,:the Company entered into;a’1k?$ 15.0 million four year F HLB Fixed Rate advance éollater‘alized- with
pledged qualifying real estate loans 4iid maturing March- 11,:2013. The advance had an interest rate of 2.90% at December 31,2010.

On August 20, 2007, the Company issued $20.0 million in fixed-floating rate capital securities of Fidelity Southern Statutory
Trust I1I with a liquidation value of $1,000.pef security. Interest is fixed at 6.62% for five years and then converts to.a floating rate,
which will adjust quarterly at a rate per annum equal to the three-month LIBOR plus 1.40%. The issuance has a final maturity of 30
years, but may be redeemed with regulatory approval at any distribution payment date on or after September 15, 2012, or at:any time
upon certain events, such as a change in the regulatory treatment of the trust preferred securities, at the redemption price of 100%, plus
accrued and-unpaid interest, if any. .

- 1On March 17, 2005; the Company issued $10.0 million in floating:rate capital securities of Fidelity Souther Statutory Trust
II with a liquidation value 0f:$1;000 per security. “Interest.is -adjusted quarterly at a-rate per annum equal to the three-month LIBOR
plus 1.89%. The capital securities had an initial rate of 4.87% and a rate of 2.45% and 2.19% at December 31, 2011 and December

31,2010, respectively. The issuance has a final r’ridtufit_y ‘of 30 years, but may be redeemed at any distribution payment date on or ‘
after March 17, 2010, at the redemption price of 100%. ; T ‘

On June 26, 2003, the Company issued $15.0 million in Floating Rate Capital Securities of Fidelity Southern Statutory Trast
I with a liquidation valye of $1,000 per security. Interest is adjusted quarterly at a rate per annum equal to the three-month LIBOR
plus 3.10%. The capital securities had an initial rate of 4.16%, with the provision that prior to June 26, 2008, the rate will not exceed
11.75%. The rates in effect on December 31, 2011 and 2010, were 3.67% and 3.40%, respectively. The issuance has a final maturity
of 30 years, but may be redeemed at any distribution payment date on or after June 26, 2008, at the redemption price of 100%.

- On July 27, 2000, the Company issued $10.0 million of 11.045% Fixed Rate Capital Trust Preferred Securities of Fidelity
National Capital Trust I with a liquidation value of $1,000 per share.: On March 23, 2000, we issued $10.5 million of 10:875% Fixed
Rate Capital Trust Pass-through Securities of FNC Capital Trust:F.with a liquidation value of $1,000. per share. -Both issues have 30
year final maturities and are redeernable-in whole or:in part after ten years at declining redemption prices to 100% after 20 years.

The trust preferred securities were sold in private transactions exempt from registration under the Securities Act of 1933, as
amended (the “Act”) and were not.registered under the Act. . The trust preferred securities are included in: Tier 1. capital by the
Company in.the calculation of regulatory capital, subject to a limit of 25% for all restricted core capital elements, with any excess
included in Tier 2 capital.- The payments to the trust:preferred securities holders are fully tax deductible. 2o :

The $65.5 million of trust preferred securities issued by trusts established by the Company, as of December 31, 2011 and
2010, are:not consolidated for financial reporting purposes in accordance with FASB ASC 81 0-10-05, formerly known. as FASB
InterpretationNo. 46, “Consolidation of Variable Interest Entiti¢s, an Interpretation of. ARB No. 51 (Revised)”. Thus, the equity
investments in the subsidiaries created to issue the obligations, the obligations themselves,-and related dividend income and interest
expense are reported on a deconsolidated basis, with the investments in the amount of $2.0 million at December 31,2011, and 2010,
reported as other assets and dividends included as other noninterest income. The obligations, including the amount related to the
equity investments, in the amount of $67.5 million at December 31, 2011, and 2010, are reported as subordinated debt, with related
interest expense reported as interest on subordinated: debt. Ceor Gy ' S

. On March 1, 2005, the FRB.énnouncéd the adoption of aruleentitled “Risk-Based Cyapital Standar;is:: T_rustvPrgeferred v
Securities and the Definition of Capital” (“Rule’) regarding risk-based capital standards for bank holding companies (“BHCs”) such -
as Fidelity. S a0 :

The Rule defines the restricted core capital elements, including trust preferred-securities, which may be included in Tier 1
capital, subject to an aggregate 25% of Tier 1 capital net of goodwill limitation. ' Excess restricted core capital elements may be
included in Tier 2 capital, with trust prefered securities and certain other restricted core ¢apital elements subjectto a,50%: of Tier 1
capital limitation. . The Rule requires that trust preferred securities be excluded from Tier 1 <capital: within five years of the: maturity of
the underlying junior subordinated notes issued and be excluded from Tier 2 capital within five years of that maturity at'20% per-year .
for each year during the five-year period to the maturity. The Company’s first junior subordinated note matures in March 2030.
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'

Our only restricted core capital elements consist of $65.5 million in trust preferred securities issues and $2.3 million in other
identifiable intangibles; therefore, the Rule has minimal impact on our capital ratios, our financial condition, or our operating results.
The trust preferred securities are eligible for our regulatory Tier 1 capital, with a limit 0f-25% of the sum of all core capital elements.
All amounts exceeding the 25% limit are includable in the Company’s regulatory Tier 2 capital.

In December 2010, the Basel Committee released its final framework for strengthening international capital and liquidity
regulation, now officially identified by the Basel Committee as “Basel III”. Basel III, when implemented by the U.S. banking
agencies and fully phased-in, will require bank holding companies and their bank subsidiaries to maintain substantially more capital,
with a greater emphasis on common equity: . '

Shareholders’ Equity

'On December 19, 2008, as part of the Capital Purchase Program, Fidelity entered into the Letter Agreement with the
Treasury, pursuant to which Fidelity agreed to issue and sell, and the Treasury agreed to purchase (1) 48,200 Preferred Shares, and (2)
the Warrant to purchase up to 2,266,458 shares of the Company’s common stock at an exercise price of $3.19 per share, for an
aggregate purchase price of $48.2 million in cash. The Preferred Shares qualify as Tier I capital under risk-based capital guidelines
and will pay cumulative dividends at a rate of 5% per annum for the first five years and 9% per annum thereafter. The Preferred
Shares are non-voting except for class voting rights on matters that would adversely affect the rights of the holders of the Preferred
Shares.

» Shareholders’ equity at December 31, 2011 and 2010, was $167.3 million and $140.5 million, respectively. The $26.8
million increase at December 31, 2011, compared to December 31, 2010, was primarily the result of net income, and capital
contributions offset by preferred dividends paid during 2011. S :

Recent Accounting Pronouncements

See Note 1 — “Summary of Significant Accounting Policies” in the accompanying Notes to Consolidated Financial
Statements included elsewhere in this report for details of recently issued accounting pronouncements and their expected impact, if
any, on our operations and financial condition. :

Quarterly Financial Information

The following table sets forth, for the periods indicated, certain consolidated quarterly financial information. This
information is derived from unaudited consolidated financial statements that include, in the opinion of management, all normal
recurring adjustments which management considers necessary for a fair presentation of the results for such periods. The results for
any quarter are not necessarily indicative of results for any future period: This information should be read in conjunction with our
consolidated financial statements and the notes thereto included elsewhere in this report.

CONSOLIDATED QUARTERLY FINANCIAL INFORMATION (U NAUDITED)
. 2011 2010

Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter  Quarter  Quarter Quarter

(In thousands, except per share data)

6273

al

6,046

Net income (loss) avaiiéble to common
equity $ 3,008 $ 1,287 $ 2,791 $ 1,019 $ 2,164

$ 1,258

5 020 S 0.2
W T .

11,011 11,004 10,997 10,956

Basic earnings (loss) per Shaﬂ(t)

gs (loss) per share®

Weighted average shares outstanding'") 13,288 13,249 11,896

10,634

(1) Adjusted for stock dividends
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

See Item 7, “Market Risk” and “Interest Rate Sensitivity” for a quantitative and qualitative discussion about our market risk.
Item 8. Financial Statements and Supplementary Data
Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Fidelity Southern Corporation

We have audited the accompanying consolidated balance sheets of Fidelity Southern Corporation and subsidiaries as
of December 31, 2011 and 2010, and the related consolidated statements of operations, shareholders’ equity, and
cash flows for each of the three years in the period ended December 31, 2011. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits. :

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Fidelity Southern Corporation and subsidiaries at December 31, 2011 and 2010, and the
consolidated results of their operations and their cash flows for each of the three years in the period ended
December 31, 2011, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Fidelity Southern Corporation’s internal control over financial reporting as of December 31,
2011, based on criteria established in Internal Control-Integrated Framework issued by the Committee of
Sponsormg Organizations of the Treadway Commission and our report dated March 27, 2012 expressed an

unqualified opinion thereon.
ém«\t < MLLP

Atlanta, Georgia
March 27, 2012
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FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
: CONSOLIDATED BALANCE SHEETS '

December 31,
2011 2010

(Dollars in thousands)

due from banktsw Lt
1481‘-

Ing depos
Federal funds sold 517

In'\‘feetrrlerlrSeerrritres“avarlable-for-sale (amortized cost of $255,43“5Wan‘d’ $160,740 at Decernber -
31,2011 and 2010, respectively) :

1, 595 915
A 123
28,909
30,5265
9,015 :

S i
57,651

8 iiseie

42750
398,012

356 554 ‘
53,081
61521
52,500

Preferred Stock no par value Authorized 10, 000 000 48 200 shares 1ssued and outstandmg, net o ) .
__of discount : ) o 46,461 45,578

Accumulated other comprehensive gam (loss), net of tax

Retained earnings - e
Total sharehold
- Total liabilit :

140511:‘
e

ders’ equ

See accompanying notes to consolidated financial statements.
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~ FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31,
2011 2010 2009

(Dollars in thousands, except per share data)

o

I:é)ans, including fees

P for
et Interest Income After Pr

C ca
Professional and other services
Oth

Total noninterest expense
come tax expens:
efit)

B4 ng
~ Diluted earnings (loss) per share
Weighted average shares outstanding — Fully Diluted

13,834,867 15066302 10,426,100

See accompanying notes to consolidated financial statements.
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FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
CONSOLIDATED: STATEMENTS OF SHAREHOLDERS’ EQUITY

. Accumulated
Other
Comprehensive
Preferred Stock Common Stock Income (Loss) Retained
Shares Amount Shares Amount Net of Tax Earnings Total -

©

: v(‘In thousands)

s
Common stock issued and share-based comp

ensation
under: :

Cash paid for fractional interest associated wi
dividend '

&

C

Balance December 31,2011 , 48 946461 13323 _ ©$3,710 _ $42,800 _ $167,80

g notes to i

See acc

&
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FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
' CONSOLIDATED STATEMENTS OF €ASH FLOWS

Years Ended December 31,
2011 2010 2009

n thousands)

s 10133_ 8 (3855
Camis a8

33361
171,120

]  held-for-sale i ,689
Accretlon of discount on preferred stock ‘ $ 883

LAHMH!
| &2
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FIDELITY SOUTHERN CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
: . December 31, 2011 :

1. Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements include the accounts of Fidelity Southern Corporation and its wholly-owned
subsidiaries. Fidelity Southern Corporation (“FSC” or “Fidelity”) owns 100% of Fidelity Bank (the “Bank”) and LionMark Insurance
Company (“LIC”), an insurance agency offering consumer credit related insurance products. FSC also owns five subsidiaries
established to issue trust preferred securities, which entities are not consolidated for financial reporting purposes. FSC is a financial
services company that offers traditional banking, mortgage, and investment services to its customers, who are typically individuals or
small to medium sized businesses. All significant intercompany. accounts and transactions have been eliminated in consolidation. The
“Company”, as used herein, includes FSC and its subsidiaries, unless the context otherwise requires.

The consolidated financial statements have been prepared in conformity with U. S. generally accepted accounting principles
followed within the financial services industry. In preparing the consolidated financial statements, management is required to make
estimates and assumptions that affect the reported amounts of assets and liabilities as of the date ofithe balance sheet and revenues and
expenses for the period. Actual results could differ significantly from those estimates. Material estimates that are particularly
susceptible to significant change in the near term relate to the determination of the allowance for loan losses, the calculations of and
the amortization of capitalized servicing rights, valuation of deferred tax.accounts, the valuation of loans held-for-sale and certain
derivatives, and the valuation of real estate or other assets acquired in connection with foreclosures or in satisfaction of loans. In :
addition, the actual lives of certain amortizable assets and income items are estimates subject to change. Certain previously reported
amounts have been reclassified to.conform te current presentation. These reclassifications had no impact on previously reported net
income, or shareholders’ equity or. cash flows. -

The Company has five trust preferred subsidiaries which are deconsolidated for financial reporting purposes in accordance
with Financial Accounting Standards Board (“FASB”).ASC 810-10-05, formerly known as FASB Interpretation No. 46(R)
“Consolidation of Variable.Interest Entities (revised December 2003), an Interpretation of ARB'No. 51”. The equity investments in
the subsidiaries created to issue. the obligations, the obligations themselves, and related dividend income and interest expense are
reported on a deconsolidated. basis, with the investments reported as: other assets and dividends included as other noninterest income.
The obligations, including the amount related to the equity investments are reported as subordinated debt, with related interest expense
reported as interest on subordinated debt. The Company principally operates in one business segment, which is community banking.

Cash and Cash Equivalents

Cash and cash é.ciuivalenté include cash, ani,oﬁﬁts due from bénks, and Fedef@i fuﬁds sold. Generally, Federal funds are
purchased and sold within.one-day periods. . .

Investment Securities

, In accordance with FASB ASC 320-10-15, formerly known as Statements of Financial Accounting Standards (“SFAS™) No.
115, “Accounting for Certain Investments in Debt and Equity Securities,” our investment securities are classified in one of the
following three categories: trading, available-for-sale, or held-to-maturity. Trading securities are bought and held principally for the
purpose of selling them in the near term. The Company does not engage in that activity., Held-to-maturity securities are those.
designated as held-to-maturity when purchased, which the Company has the ability and positive intent to hold until maturity. All
other.debt securities not included in trading or held-to-maturity are classified as available-for-sale.

~Available-for-sale securities are recorded at fair value. Held-to-maturity securities are recorded at cost, adjusted for the
amortization of premiums or aceretion of discounts. Unrealized gains and losses, net of related income taxes, on available-for-sale .
securities are excluded from income and are reported as a separate component of shareholders’ equity. If fair value of a debt security
is less than its amortized cost basis at the balance sheet date, management must determine if the security has an other than temporary
impairment (“OTTI”). If management does not expect to recover the entire amortized cost basis of a security, an OTTI has occurred.
If management’s intention is to sell the security, an OTTI has occurred. If it is more likely than not that management will be required
to sell a security before the recovery of the amortized cost basis, an OTTI has occurred. The Company will recognize the full OTTI in
earnings if it intends to sell a security or will more likely than not be required to sell the security. Otherwise an OTTI will be
separated into the amount representing a credit loss and the amount related. o all other factors. The amount of an OTTT related to
credit losses will be recognized.in earnings. The amount related to other factors will be recognized in other comprehensive income,
net of taxes. : ; Lo
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Purchase premiums and discounts are amortized or-accreted-over the life of the felated investment securities as an adjustment
to yield using the effective interest method. Dividend-and interest income are récognized when earned. Realized gains and losses for
securities sold are included in income on a trade date basis and are derived using the specific identification method for determining the
cost of securities sold.

Loans and Interest Income

~ Loans are reported at principal amounts outstanding net of deferred fees and costs. Interest income is recognized using the
effective interest method on the principal amounts outstanding. Rate related loan fee income is included in interest income. Loan
origination and commitrent fees as well as certain direct origination costs are-deferred and the net améunt is-amortized as an
adjustment of the yield over the contractual lives of the related loans, taking into‘consideration assumed prepayments.

For commercial, construction, Small Business Administration (“SBA”) and real estate loans, the accrual of interest is
discontinued and the loan categorized as nonaccrual when, in management’s opinion, due to deterioration in the financial position of
the borrower, the full repayment of pfincipal and interest is not expected or principal or interest has been in default for a period of 90
days or more, unless the obligation is both well secured and in the process of collection -within 30 days.- Commercial, construction,
SBA and real estate secured loans may be returned to accrual status when management expects to collect all principal and interest and
the loan has been brought fully current. Consumer loans are placed on nonaccrual upon becoming 90 days past due or sooner if, in the
opinion of management, the full repayment of principal and interest is not expected. Any payment received on a loan on which the
accrual of interest has béen suspended is applied to reduce principal. - : L

When a loan is placed on nonacctual, interest accrued during the current accounting period‘is reversed. Intetest acerued in k
prior periods, if significant, is charged off against the allowarice and adjustments to principal made if the collateral related to the loan
is deficient. R o o -

Impaired loans are evaluated based on the present value of expected future cash flows discounted at the loan’s original
effective interest rate, or at the loan’s observable market price, or the fair value of the collateral, if the loan is collateral dependent.
Impaired loans are specifically reviewed loans for which it is probable that the Bank will be unable to collect all amounts due
according to the terms. of the loan agreement. ‘A specific valuation allowance is required to the extent that the estimated value of an
impaired loan is less than the recorded investment. FASB ASC 310-10-35, formerly known as SFAS No. 114, “Accounting by
Creditors for Impairment of a Loan,” does not apply to large groups of smaller balance, homogeneous loans, such as consumer
installment loans, and which aré collectively evaluated for impairment. Smaller balance commercial loans are also excluded from the
application of the statement. Interest on impaired loans is reported on the cash basis‘as received when the full recovery of principal
and-interest is anticipated, or after full principal and interest has been recovered when collection of interest is in question. ’ '

Allowance for Loan Losses

The allowance for loan losses is established and maintained through provisions charged to operations. Such provisions are
based on management’s evaluation of the loan portfolio, including loan pertfolio concentrations, curreént-economic conditions, past
loan loss experience, adequacy of underlying collateral, and such other factors which, in management’s judgment, deserve
consideration in estimating loan losses. Loans are charged off when, in the opinion of management, such loans are deemed to be
uncollectible. Subsequentrecoveries are added to the allowance.

A formal review of the alowance for loan losses is prepared at least monthly to assess the probable credit risk inherent in the
loan portfolio, including concentrations, and to determine the adequacy of the allowance for loan losses. For purposes of the monthly
management review, the consumer loan portfolio is separated by loan type and ‘each loan type is treated as a homogeneous pool. In
accordance with the Interagency Policy Statement on the Allowance for Loan and Lease Losses, the level of allowance required for
each loan type is determined based upon historical charge-off experienice, current economic trends and other current factors.
Additionally, every commercial, commercial real estate; SBA, and construction loan is assigned a risk rating using established credit
policy guidelines. Every nonperforming commercial, commercial real estate, SBA, and construction loan 90 days or more past due
and with outstanding balances exceeding $50,000, as well as certain other performing loans with greater than normal credit risks as
determinéd by management and the Credit Review Department (“Credit Review”), are reviewed monthly by Credit Review to
determine the level of allowance required to be specifically allocated to these loans. Management reviews its allocation of the
allowance for loan losses versus the actual performance of each of the portfolios and adjusts allocation rates to reflect the recent
performance of the portfolio, as well as current underwriting standards and other current factors which might impact the estimated
losses in the portfolio. = ' : ' ‘ :

In gietertnining’ the appropriate level for the allowarnce, management ensures that the overall allowance appropriately reflects
a margin for the imprecision inherent in most estimates of the range of probable credit losses: This additional allowance may be

reflécted in an unallocdted portion of the allowance. Based on management’s evaluation of the allowance for loan losses, a provision
for loan losses is charged to operations if additions to the allowance are required.
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Management believes that the allowance for loan logses is adequate and appropriate. While management uses available
information to recognize losses on loans, future additions to the allowance may be necessary based on changes in-economic conditions
or other factors and the additions may be significant. In addition, various regulatory agencies, as an integral part of their examination
process, periodically review the Bank’s allowance for loan losses. Such agencies may require the Bank to recognize additions to the
allowance based on their judgments about information available to them at the time of their examination.

Addxtlonally, contractually outstanding and undlsbursed loan commitments and letters of credit have a loss factor apphed
similar to the outstanding balances of loan portfolios. Additions to the reserve for outstanding loan commitments are not included in
the allowance for loan losses but, instead, are included in other liabilities, and are reported as other operating expenses and not
included in the provision for loan losses. - ‘

A substantial portion of the Bank’s loans is secured by real estate located in the metropolitan Atlanta, Georgia, area. In
addition, most of the Bank’s other real estate and many consumer loans are located in this same market area. Accordingly, the
uitimate collectability of a substantial portion of the loan portfolio and the recovery of a substantial portion of the carrying amount of
other real estate are susceptlble to changes in market conditions in this market area.

Covered Loans and Related Loss Share Receivable

Loans acquired in FDIC-assisted transactions and covered under loss sharing agreements with the FDIC (“Loss Share .
Agreements™) are referred to as covered loans. Covered loans are recorded at fair-value at the date of acquisition exclusive of the Loss
Share. Agreements. No allowance for loan losses related to covered loans is recorded on the acquisition date as the fair value of the
loans acquired incorporates assumptions regarding credit risk. In determining the acquisition date fair value of acquired impaired
loans, and in subsequent accounting, the Company generally aggregates purchased consumer loans and certain smaller balance
commercial loans into pools of loans with common risk characteristics, while accounting for larger balance commercial loans
individually. Expected.cash flows at the purchase date in excess of the fair value of loans are recorded as interest income over the life
of the loans if the timing and amount of the future cash flows is reasonably estimable. Subsequent to the purchase date, increases in
cash flows over those expected at the purchase date are recognized as interest income prospectively. The present value of any
decreases in expected cash flows after the purchase date is recognized as a provision for loan losses net of any expected
reimbursement under any Loss Share Agreements.

A FDIC indemnification asset is recorded at the acquisition date which represents the estimated fair value of reimbursement
the Company expects to receive from the FDIC for incurred losses on certain covered loans. The fair value measurement reflects
counterparty credit risk and other uncertainties. The loss share receivable continues to be measured on the same basis as the related
indemmified loans. Deterioration in the credit quality of the loans (recorded as an adjustment to the allowance for loan losses) would
immediately increase the basis of the loss share receivable, with the offset recorded through the consolidated statement of operations
in noninterest income. Increases in the credit quality or cash flows of loans (reflected as an adjustment to yield and accreted into
income over the remaining life of the loans) decrease the basis of the loss share receivable, with such decrease being amortized into
income over 1) the same period or 2) the life of the Loss Share Agreements, whichever is shorter. Loss assumptions used in the basis
of the loss share receivable are consistent with the loss assumptlons used to measure the related covered loans.

Upon the determmatlon of an incurred loss the Jloss share receivable w111 be reduced by the amount owed by the FDIC. A
correspondmg, claim receivable is recorded in acerued interest recelvable and other assets on the consolidated balance sheet until cash
is received from the F DIC : : :

Loans Held-F or-Sale

Loans held-for-sale mclude the majority of or1g1nated re31dent1a1 mortgage loans, certain SBA loans, and a pool of 1nd1rect .
automobile loans at December 31, 2011 and 2010.: The Company has the ability and intent to sell loans classified as held-for-sale and
the SBA and indirect automobile loans held-for-sale are recorded at the lower of cost or market on an aggregate basis. Any loans
initially determined to be held-for-sale and later transferred to the held for investment portfolio are transferred at the lower of cost or
market. We have elected to account for newly originated residential mortgage loans held-for-sale under FASB accounting standards
codification 825-10-25 which was previously known as Statement of Financial Accounting Standards (“SFAS”) No. 159, “The Fair
Value Option for Financial Assets and Financial Liabilities.” For residential mortgage loans, fair value is determined by outstanding
commitments from investors for committéd loans and on the basis of current delivery prices in the secondary mortgage market for
uncommitted loans, if any. Adjustments to reflect unrealized gains and losses resulting from changes in fair value of residential
mortgage loans held-for-sale and realized gains and losses upon ultimate sale of the loans are classified as noninterest income in the
Consolidated Statements of Operations. For SBA loans, fair value is determined primarily based on loan performance and available
market information. For indirect automobile loans, the fair value is determined based on evaluating the estimated market value of the
pool being accumulated for sale based on available market 1nformat10n
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There are certain regulatory capital requirements that must be met in order to qualify to originate residential mortgage loans
and these capital requirements are monitored to assure compliance. The Company was in compliance with these requirements at
December 31, 2011. :

Origination fees and costs for SBA and indirect automobile loans held-for-sale recorded at the lower of cost or fair value are
capitalized in the basis of the loan and are included in the calculation of realized gains and losses upon sale. Origination fees and
.costs are recognized in earnings at the t1me of onglnatlon for newly-orlgmated residential mortgage loans held-for-sale that are
recorded at fair value

Gains and losses on sales of loans are recognized at the settlement date. Gains and losses are determined as the difference
between the net sales proceeds, including the estimated Value associated with servicing assets or liabilities, and the net carrying value
of the loans sold. :

Capitalized Servicing Assets and Liabilities

The majority of the indirect automobile loan pools and certain SBA and residential mortgage loans are sold with servicing
retained. When the contractually specific servicing fees on loans sold servicing retained are expected to be more than adequate
compensation to a servicer for performing the servicing, a capitalized servicing asset is recognized based on fair value. When the
expected costs to a servicer for performing loan servicing are not expected to adequately compensate a servicer, a capitalized servicing
liability is recognized based on fair value. Servicing assets and servicing liabilities are amortized over the expected lives of the -
serviced loans utilizing the interest method. Management makes certain estimates and assumptions related to costs to service varying
types of loans and pools of loans, prepayment-speeds, the projected lives of loans and pools of loans sold servicing retained, and
discount factors used in calculating the present values of servicing fees projected to be received.

No less frequently than quarterly, management reviews the status of all loans and pools of servicing assets to determine if
there is any impairment to those assets due to such factors as earlier than estimated repayments or significant prepayments. ‘Any
impairment identified in'these assets will result in reductions in their carrying values through a valuation allowance and a
corresponding increase in operating expenses.

Premises and Equipment

Premises and equipment, including leasehold improvements, are stated at cost less accumulated depreciation and
amortization. Depreciation is computed using the straight-line method over an estimated useful life of 20 to 39.years for buildings and
three to 15 years for furniture and equipment. Leasehold improvements are amortized using the straxght—hne method over the lease
term or estimated useful life, whichever is shorter.

Other Real Estate

Other real estate represents property acquired through foreclosure or deed in lieu of foreclosure in satisfaction of loans.
Other real estate is carried at the lower of cost or fair value less estimated selling costs. Costs to complete houses foreclosed during
construction‘are capitalized. Fair value is determined on the basis of current appraisals, comparable sales, and other estimates of value
obtained principally from independent sources and may include an undivided interest in the fair value of other repossessed assets. °
Any excess of the loan balance at the time of foreclosure or acceptance in satisfaction of loans over the fair value less selling costs of
the real estate held as collateral is treated as a loan loss and charged against the allowance for loan losses. On a monthly basis,
management reviews appraisals to determine if the current market value has changed since the effective date of the appraisal and
adjust the value through other expense as necessary. Generally a new appraisal is received at least annually. Gain or loss on sale and
any subsequent adjustments to reflect changes in fair value and selling costs are recorded as a component of income. Based on
appraisals, environmental tests, and other evaluations as necessary, superior liens, if any, may be serviced or satisfied and repair or
capitalizable expenditures may be incurred in an effort to maximize recoveries.

Income Taxes

The Company files a consolidated Federal income tax return. Taxes are accounted for in accerdance with FASB ASC 740-
10-05, formerly known as SFAS No. 109, “Accounting for Income Taxes”. Under the liability method of FASB ASC 740-10-05,
deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are
measured using enacted tax rates expected o apply to taxable income in the years in which those temporary differences are recovered
or settled. The-effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes
the enactment date. A valuation allowance is recognized if, based on the weight of available evidence, it is more likely than not (a
likelihood of more than 50 percent) that some portion or all of the deferred tax assets will not be realized. All available evidence, both
positive and negative, is used in the consideration to determine whether, based on the weight of that evidence, a valuation allowance is
required. The weight given to the potential effect of negative and positive evidence will be commensurate with the extent to which it

58



can be objectively verified. Inaccordance with FIN 48, ‘as codified in ASC 740-10-05, the Compa.ny only recognlzes a benefit if it
determines the tax posmon would more hkely than not be sustarned in-an.examination, ..

Eammgs Per Common Share

Earmngs per share are presented in accordance with requlrements of FASB ASC 260 10 05, formerly known as SFAS No
128, “Earnings Per Share.” Any difference between basic eammgs per share and d1luted earmngs per share is a result of the dilutive
effect of stock options and .warrants. L ROIVEEL N ‘ : :

Share—based Compensatzon . .

! The Company accounts for share-based compensatron under the fair Value recogmtlon prov1s10ns of FASB ASC 718- 10 10
formerly known as SFAS No. 123(R), “Share-Based Payment” whereby the fair value of the award at the grant date is expensed over
the award’s vestmg penod

Fair Value '

The,,Company..fmeasuresor monitors certainof its assets and liabilities on a fair value basis. Fair value is used on a recurring
basis for certain assets and liabilities in which fair value is the primary basis of accounting. Additionally, fair value is used on a
nonrecurring basis to evaluate assets for impairment or for disclosure purposes. Fair value is defined as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
Depending on the nature of the asset.or liability, the Company uses various valuation techniques and assumptions when estimating fair
value, which are.in accordance with FASB ASC 820-10-35, formerly known as SFAS No. 157 and FSP FAS 157- 3 “Determrmng the
Fair Value.of a Financial Asset When the Market for, that Asset is Not Active,” when apphcable

The Company apphed the followrng fair value hrerarchy

Level 1 — Assets or liabilities for which the identical item is traded on an active exchange such as publ1c1y—traded
instruments.or future contracts. - B T ‘ : 5 . .
Level 2 — Assets: andfliabilities valued based on observable market data for, similar instruments.,

Level 3~ Assets or liabilities for Whu:h s1gn1ﬁcant Valuatlon assumptrons are not readrly observable in the market ,
1nstruments valued based on the best available data, some of which is internally developed, and conslders risk premiums that a market
participant would require.

When determining the fair value measurement for assets and liabilities required or permitted to be recorded at fair value, the
Company considers the principal or most advantageous market in which. it would transact and considers assumptions that market
parucipants would use when pricing the asset or liability. When possible, the Company looks to active and observable markets to .
price identical assets or liabilities. When identical assets and liabilities are not traded in active markets, the Company looks to market
observable data for similar assets and liabilities. Nevertheless certain assets and liabilities are not actively traded in observable
markets and the Company must use alternatlve valuatlon techmques to derive a fair value measurement.

Recent Accountmg Pronotmcements

In January 2010 the F ASB 1ssued ASU No 2010 06 an update to ASC 820- 10 “Farr Value Measurements” Thrs update )
adds a new requirement to disclose transfers in and out of level 1 and level 2, along with the reasons for the transfers, and Tequires.a. .
gross presentation of purchases.and sales of level 3 activities. Addrtronally, the update clarifies that entjties provide fa1r value -
measurement disclosures for each class of assets and liabilities and that entities provide enhanced disclosures around level 2 valuatlon
techniques and inputs. The Company adopted the disclosure requirements for level 1 and level 2 transfers and the expanded fair value
measurement and valuation disclosures effective January 1, 2010. The disclosure requirements for level 3 activities were effective on
January 1, 2011. The adoption of ASU No. 2010-06 had no impact on the Company’s financial position and statement of income.

In April 2010, the FASB issued ASU No. 2010-18 “Effect of a Loan Modification When the Loan is Part of a Pool That is
Accounted for as a Single Asset” which clarifies that modifications of loans that are accounted for within a pool under Subtopic 310-
30, which provides guidance on accounting for acquired loans that have evidence of credit deterioration upon acquisition, do not result
in the removal of those loans from the pool even if the modification would otherwise be considered a troubled debt restructuring. This
ASU is effective for modifications of loans accounted for within pools occurring in the first interim period ending after July 15, 2010.
This ASU did not have a material impact on the Company’s financial position and statement of income.

In July 2010, the FASB issued ASU No. 2010-20 “Disclosures al;)out the Credit Quality of Financing Receivables and the
Allowance for Credit Losses” which amends Topic 310 to improve the disclosures that an entity provides about the credit quality of its
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financing receivables and the related allowance for credit losses. “As a result of these amendments an entity is required to
disaggregate by portfolio segment or class certain existing disclosures and provide certain new disclosures about its financing
receivables and related allowance for credit losses. For public entities, the disclosures as of the end of a reporting period were
effective for interim and annual reporting periods ending on or after December 15, 2010. The disclosures-aboeut activity that occurs
during a reporting period were effectlve for interim and annual reportmg penods begmmng on or after December 15, 2010 and are
mcluded inNote 5.

In Apnl 2011, the FASB 1ssued ASU No. 2011 02 “A Credltors Determination of Whether a Restrucmnng is a Troubled -
Debt Restructuring” which clarifies a creditor’s determination of whether it has granted a concession and whether a debtor is
experiencing financial difficulties for purposes of determining whether a restructuring constitutes a troubled debt restructuring. This
ASU was effective for the first interim or annual period beginning after June 15, 2011. The adoption of this ASU did not have a
material impact on the Company’s ﬁnanc1a1 pos1t10n or statement of income. The Company has made the proper dlSClOSllre in these
financial statement footnotes. " : : ,

In April 2011, the FASB issued ASU No. 2011-03 “Reconsideration of Effective Control for Repurchase Agreements” which
removes from the assessment of effective control (1) the criterion requiring the transferor to have the ability to repurchase or redeem
the financial assets on substantially the agreed terms, even in the event of default by the transferee, and (2) the collateral maintenance
implementation guidance related to that criterion. This ASU 1s effective for the first interim or annual period beginning on or after
December15,2011: The Company does not expect the adoptlon of the ASU to have a material impact on lts ﬁnanclal position and
statement of income. - :

In May 201 1, the FASB issued ASU No. 2011 04 “Amendments to Achieve Common Fair Value Measurement and
Disclosure Requirements in U.S-GAAP and IFRSs which resuilt in common fair value measurement and disclosure requlrements in
U.S. GAAP and IFRSs by changing the wording used to describe many of the requirements in U.S. GAAP and is generally not
intended to result in a change in the application of the requirements. This ASU is effective for the first interim or annual period
beginning on or after December 15, 2011. The Company does not expect'the adeption of this ASU to have a’‘material impact on its
financial posmon and statement of income.

In June 2011 the FASB 1ssued ASU No. 2011-05 “Presentatlon of Comprehenswe Income whleh gives an entity the option
to present the total of comprehensive income, the components of net income, and the components of other comprehensive income
either in a single continuous statément of comprehensive income or in‘two separate but consecutive statements. The ASU does not
change the items that must be reported in other comprehensive income. This ASU is effective for the first interim or annual period
beginning on or after Decembér 15, 2011. The' Company does not expect the adoptlon of thxs ASU to have a matenal 1mpact on its
financial posmon and’statement of income. = :

2. Busmess Combmatlons

Ofi October 21 2011 the Biank entered into a purchase and assumption agreement with a loss share arrarigement with the:
FDIC, as receiver of Decatur First Bank (“Decatur First™), to dcquitre certain assets and assume substantially all of the deposits dnd
certain hablhtles ina whole—bank acqu1s1t10n The Bank recelved a cash payment from the FDIC of approximately $9.0 million to '

Lo

The loans and other real estate (collectively referred to as covered assets) acquired are covered by Loss Share Agreements
between the Bank and the FDIC which affords the Bank significant protection against future losses. The acquired loans covered under
the Loss Share Agreements with the FDIC, including the amounts of expected reimbursements from the FDIC under the agreements,
are reported in loans and are referred to as covéred loans. New loans made after the date of the transaction are not covered by the
provisions of the Loss Share Agreemerits: The Bank acquired other assets that are not covered by the Loss Share Agreements, -
including investment securities purchased at fair market value and other assets. The acquired assets and 11ab111t1es, as well as-
adJustments to record the assets and hab111t1es at fair value, are presented in the following table
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.. As Recorded by

FDIC/Decatur . Fair Value As Recorded by
First ~  Adjustments Fidelity
- (In thousands)

Core deposit intangible - ‘ ' - - 1,002 ’ 1,002

Other assets

Other liabilities 182 177 359

From the date of acquisition to December 31, 2011, the revenue contribution of Decatur First Bank was approx1mately $1.2
million (Net Interest Income plus Noninterest Income). The pretax net income contribution for the same period was approximately
$725,000. The revenue and net income figures do not include any adjustments related to the purchase accounting for the acquisition.
Proforma-comparative revenue for-the combined Fidelity Bank and Decatur First Bank was $127.9 million, $113.1 million, and $9O 9
mﬂhon for'the twelve months ended December 31,2011, 2010 and 2009, respectively. Proforma comparative pretax net income for
the combined Fidelity Bank and Decatur First Bank was $11.7 million, $6.5 million, and a net loss of $14.5 million for the twelve
months ended December 31 2011, 2010 and 2009, respectively.

“- Pursuant to the terms of the Loss Share Agreements, the FDIC is obligated to reimburse the Bank for 80% of losses with
respect to the covered assets. The Loss Share Agreements applicable to single family residential mortgage loans provides for FDIC
loss sharing and Bank reimbursement to the FDIC for ten years. The Loss Share Agteements applicable to commercial loans provides
for FDIC loss sharing for five years and Bank reimbursement to the FDIC for eight years.

The reimbursable losses from the FDIC are based on the preacquisition book value of the covered assets, as determined by
the FDIC at the date of the transaction, the contractual balance of acquired unfunded commitments, and certain future net direct costs
incurred in the collection and settlement process. The amount that the Bank realizes on these assets could differ materially from the
carrying value that will bé reflected in any financial statements, based upon the timing and amount of collections and recoveries on the
covered assets in future periods. The purchased-assets and liabilities assumed were recorded at their estimated fair values on the date
of acquisition. At the date of the acquisition of Decatur First Bank, the estimated fair value of the covered loans was $79.4 million
and the estimated fair value of the covered other real estate was $9.5 million. The expected net present value of the reimbursement for
losses to be incurred by the Bank on covered assets was $12.3 million. The estimated fair value of assets acquired, intangibfe assets
and the cash payment received from the FDIC exceeded the estimated fair value of the liabilities assumed, resulting in a pretax gain of
$1.5 million, which is included in the Consolidated Statement of Operations in other noninterest income.

3. Regulatory Matters

The Board of Governors of the Federal Reserve System (the “FRB”) is the primary regulator of FSC, a bank holding
company. The Bank is a state chartered commercial bank subJect to Federal and state statutes applicable to banks chartered under the
banking laws of the State of Georgia and to banks whose deposits are insured by the Federal Deposit Insurance Corporation (the
“FDIC”), the Bank’s primary Federal regulator. The Bank is a wholly-owned subsidiary of FSC. The FRB, the FDIC, and the
Georgia Department of Banking and Finance (the “GDBF”) have established capital adequacy requirements as a function of their
oversight of bank holding companies and state chartered banks. Each bank holding company and each bank must maintain certain
m1n1mum capital ratios.

The Bank’s primary Federal regulator is the FDIC and the GDBEF is its state regulator. The FDIC and the GDBF examine
and evaluate the financial condition, operations, and policies and procedures of state chartered commercial banks, such as the Bank, as
part of their legally. prescribed oversight responsibilities. ‘Additional supervisory powers and regulations mandated by the Federal
Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”) include a “prompt corrective action” program based upon five
regulatory categories for banks in which all banks are placed, largely based-on their capital positions. Regulators.are permitted to take
increasingly harsh action as a bank’s financial condition declines. Regulators are also empowered to place in receivership or require
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the sale of a bank to another institution when a bank’s capltal leverage ratio reaches 2%. Better capitalized institutions are subject to
Jess onerous regula’uon and supemslon than banks w1th Iesser amounts of capltal

To 1mplement the prompt correctlve action prov1s1ons of FDICIA the FDIC has-adopted regulations placing financial
institutions in the following five categories based upon capitalization ratios: (i) a “well capitalized” institution has a total risk-based
capital ratio of at least 10%, a Tier 1 risk-based ratio of at least 6% and a leverage ratio of at least 5% and is not subjecttoan
enforcement action requiring it to maintain a speelﬁc level of capital; (ii) an “adequately capitalized” institution has a total nsk—based
ratio of at least 8%, a Tier 1 risk-based ratio of at least 4% and a leverage ratio of at least 4% (or 3% if it received a CAMELS o
composite rating of 1 and is not experiencing significant growth); (iii) an “undercapitalized” institution has a total nsk-based ratm of
under 8%, a Tier 1 risk-based ratlo of under 4% or a leverage ratio of under 4% ( or 3% in certain circumstances); (iv)a s1gmﬁcant1y
undercapitalized” institution has a total risk-based ratio of under 6%, a Tier 1 risk-based ratio of under 3% or leverage ratio of under
3%; and (v) a “critically undercapitalized” institution has a leverage ratio of 2% or less. Institutions in any of the three
undercapltahzed catégories are prohibited from declarmg dividends or making capital distributions. The regulations also estabhsh
procedures for “downgrading” an institution to a lower capital category based on supervisory factors other than capital.

Capital leverage ratio standards requlre a minimum ratio of Tier 1 capital to adjusted total assets (“leverage ratio”) for the
Bank of 4.0%. Instxtutlons experiencing or anticipating significant growth or those with other than minimum risk proﬁles may be L
expected to maintain capital above the minimum levels

The followmg table sets forth-the capltal requirements for the Bank under FDIC regulations and the Bank’s capital fatios at
December _31, 2011 and 20,10. .

FDIC' Rggulatlons ’ o R i
. Adequately . Well © Dec_ember’ 1 -
C 1tallzed - Capitalized -

compames ; AT TIFTNE ,{ ,,,,, )

.. The following table depicts FSC’s capital ratios at December 31, 2011 and 2010, in relatlon to the minimum, cap1ta1 ratios
established by the regulatlons of the FRB; : : , . ‘

ol FERS

S R .December 31, 2011 . ‘ . December 31,2010 ...
e Amount: Pej:ee,nt - Amount.;: ;- - . Perceat .

' (Dollars in thoasands)

Excess 5.83% : 5.36%

On March 1 2005 ‘the' FRB announced the adop‘uon of arule entltled “Risk: Based Capltal Standards Trust Preferred
Secuntles and the Defmltron of Capital™ (“Rule”) regarding risk-based capital standards for bank holding companies (“BHCs™) such:
as FSC. The Rule prowdes for a five-year transition period; with an effective date’of March 31, 2011, but requires’BHCs not meetmg
the standards of the Rule to consult with the FRB and deVelop ‘a plan to’ comply w1th the standards by the effectwe date. - '
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The Rule defines the restricted core capital elements, including trust preferred securities, which may be included in Tier 1
capital, subject to an aggregate 25% of Tier 1 capital net of goodwill limitation. Excess restricted core capital elements may be
included in Tier 2 capital, with trust preferred securities and certain other restricted core capital elements subject to a 50% of Tier 1
capital limitation. The Rule requires that trust preferred securities be excluded from Tier 1 capital within five years of the maturity of
the underlying junior subordinated notes issued and be excluded from Tier 2 capital within five years of that maturity at 20% per year
for each year during the five-year period to the maturity. The Company’s first junior subordinated note matures in March 2030.

The Company’s only restricted core capital elements consist of $65.5 million in trust preferred securities issues and $2.3
million in other identifiable intangibles; therefore, the Rule has a minimal impact on our capital ratios, financial condition, or
operating results. The trust preferred securities are eligible for our regulatory Tier 1 capital, with a limit of 25% of the sum of all core
capital elements. All amounts exceeding the 25% limit are includable in our regulatory Tier 2 capital.

4. Investment Securities

Investment securities at December 31, 2011 and 2010, are summarized as follows:

Gross Gross  Other Than
Amortized Unrealized Unrealized Temporary
Cost Gains Losses Impairment Fair Value

(In thousands)

Securities available-for-sz
Obligations of U.S. Government corporations and
agencies

Securities held-to-maturity af Decern
_ Residential mortgage backed securities-agency

11330
- 123812
$161,478

Securities held-to

-maturity at December 31, 2010:

The following table depicts the maturity distribution of investment securities and average yields as of December 31, 2011 and
2010. All amounts are categorized by their expected repricing date. The expected maturities may differ from the contractual
maturities of mortgage backed securities because the mortgage holder of the underlying mortgage loans has the right to prepay their
mortgage loans without prepayment penalties. The expected maturities may differ from the contractual maturities of callable agencies
and municipal securities because the issuer has the right to redeem the callable security at predetermined prices at specified times prior
to maturity.
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December 31,2011 .. December 31,.2010

Amortized . . Fair. Average - Amortized Fair Average
Cost.  Value . Yield® Cost . Value Yield
(Dollars in thousands)’ o

ury s urities and o igations o
U S. Government corporatlons and
agencies

* Due after one year through five years

Municipal securities®

Due after one year through five years

$l60 740' 3161478

S 8876 $ 9662  § 141100 § 14926

) Wezghted average yields are calculated on the basis of the carrying value of the security.
(2) Interest income includes the effects of taxable equivalent adjustments of 8279, 000 in 2011 and $242,000 in 2010.

‘There were eight securities called during 2011 for a total of $64.2 million. In 2010, 15 securities were called for a total of
$115.7 million. Five securities available-for-sale totaling $31.7 million were sold during the year ended December 31, 2011.
Proceeds received were $32.8 million for a gross gain of $1.1 million. 16 securities available-for-sale totaling $98.3 million were sold
during the year ended December 31, 2010. Proceeds received were $100.6 mllhon for a gross gain of $2.3 mllhon There were no
investments held in trading accounts during 2011 and 2010.

The following table reﬂects the gross unrealized losses and fair values of i 1nvestment securities with unreahzed losses at

December 31, 2011 and 2010, aggregated by investment category and length of time that 1nd1v1dua1 securities have been ina
continuous unrealized loss and temporanly impaired position: .
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12 Months or Less More Than 12 Months

Fair Unrealized Fair Unrealized
Value Losses Value Losses

(In thousands)

If fair value of a debt security is less than its amortized cost basis at the balance sheet date, management must determine if
the security has an other than temporary impairment (“OTTI”). If management does not expect to recover the entire amortized cost
basis of a security, an OTTI has occurred. If management’s intention is to sell the security, an OTTI has occurred. If it is more likely
than not that management will be required to sell a security before the recovery of the amortized cost basis, an OTTI has occurred.
The Comipany will recognize the full OTTI in earnings if it intends to sell a security or will more likely than not be required to sell the
security. - Otherwise an OTTI will be separated into the amount representing a credit loss and the amount related to all other factors.
The amount of an OTTI related to credit losses will be recognized in earnings. The amount related to other factors will be recognized
in other comprehensive income, net of taxes. .

There were no investment securities in a continuous unrealized loss position greater than 12 months at December 31, 2011.
Certain individual investment securities were in a continuous unrealized loss position at December 31, 2010, for 31 months. At
December 31, 2011, the Company had unrealized losses of $15,000 related to six individual agency residential mortgage backed
securmes

Also, as of December 31, 2011, management does not intend to sell the temporarily impaired securities and it is not more
likely than not that the Company will be required to sell the investments before recovery of the amortized cost basis. -Accordingly, as
of December 31, 2011, management believes the impairments detailed in the table above are temporary and no impairment loss has
been recognized in the Company’s Consolidated Statements of Operations.

Investment securities with a carrying value aggregating $143 7 mllhon and $126.4 million at December 31, 2011 and 2010,
respectively, were pledged as collateral as shown in the table below:

December 31,
2011 2010

(In thousands)

Securities sold under repurchase agreements

Other purposes

5. Loans

Loans outstanding, by class ate summarized as follows, net of deferred loan fees and expenses of $2.4 nnlhon and $1.1
‘million at December 31, 2011 and 2010, respectively. Legacy loans represent existing portfolio loans pl'lOI' to the Decatur First Bank
FDIC-assisted transaction, and additional loans made subsequent to the transactlon :
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Legacy Loans

December 31,
2011 2010

iﬁstallment loans 18,215 20,431

Decatur First Bank Acquisition

December 31;
2011

(In thousands)

(: SBA loans :

‘,,I‘hkstallmentloans e o ' - I 2,115

Second ﬁioftgage loans.

'Loans held-for-sale at December 31, 2011 and 2010, totaled $133.8 miltion and $209.9 million, respectively, and are shown
in the table below: ‘

December 31,
2011 2010

(In thousands)

Real estate — mortgage — residential - 90,907 155,029

Total ‘ S o $133,849 $209,398

The Bank was servicing for others 16,454, 16,037 and 18,076 indirect automobile loans on December 31, 2011, 2010, and
2009 respectively, totaling $206 million, $172 million, and $201 million respectively. The Bank was also servicing 254 SBA loan
sales or participations totaling $172 million at December 31, 2011, 172 SBA loan sales or participations totaling $105 million at
December 31, 2010 and 137 SBA loan sales or participations totahng $79 million at December 31, 2009. The Bank was also servicing
6,071 residential mortgage loans for a total of $1.3 billion at December 31, 2011, compared to 2,349 serviced for $523 million at
December 31, 2010 and 377 serviced for $88 million at ‘December 31, 2009

66



The following loans were pledged to the FHLB of Atlanta as collateral for borrowings:

December 31,
2011 2010

(In thousands)

-

Approximately $349 million and $316 million in indirect automobile loans were pledged to the Federal Reserve Bank of
Atlanta at December 31, 2011 and 2010, respectively, as collateral for potential Discount Window borrowings. :

Loans in nonaccrual status totaled approximately $67 million, $77 million, and $70 million at December 31, 2011, 2010, and
2009, respectively. The average recorded investment in impaired loans during 2011, 2010, and 2009 was approx1mately $91 million,
$87 million, and $113 million, respectively. If such impaired loans had been on a full accrual basis, interest income on these loans
would have been approximately $4.9 million, $5.2 million, and $6.8 million, in 2011, 2010, and 2009 respectively.

Year-end nonaccrual 10ans,:segregated by class of loans, were as follows:

Legacy Loans .

December 31,
2011 2010

(In thousands)

Installment loans ; 508 112 V

Second mortgage loans

*Approximately $55 million and $58 million in loan balances were past due 90 days or more at December 31, 2011 and 2010, respectively.
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Decatur First Bank Acquisition T I

e : December 31,
R | 2011

(In thousands)

Loans totaling approximately $21 million anid$16 million were transferred to other real estate-in 2011, and 2010;
respectively.

Loans delinquent 30-89 days and troubled debt restructured and accruing interest, segregated by class of loans at:December
31, 2011 and 2010, were as follows:

. . ' December 31, 2011 December 31, 2010
Troubled ‘
Debt ‘ * Troubled Debt
Accruing Restructured Accruing Restructured
Delinquent Loans Delinquent . Loans
30-89 Days _ Accruing 30-89 Days Accruing
(In thousands) B

Total “* oy $18,879 $10,613 $10,583 $9,395

Troubled Debt Restructurings (“TDRs”) are loans in which the borrower is experiencing financial difficulty and the
Company has granted an economic concession to the borrower. Prior to modifying a borrower’s loan terms, the Company performs an
evaluation of the borrower’s financial condition and ability to service under the potential modified loan terms. The types of
concessions granted are generally interest rate reductions or term extensions. If a loan is accruing at the time of modification, the loan
remains on accrual status and is subject to the Company’s charge-off and nonaccrual policies. If a loan is on nonaccrual before it is
determined to be a TDR then the loan remains on nonaccrual. TDRs may be returned to accrual status if there has been at least a six
month sustained period of repayment performance by the borrower. Generally, once a loan becomes a TDR, it is probable that the
loan will likely continue to be reported as a TDR for the life of the loan. Interest income recognition on impaired loans is dependent
upon nonaccrual status. The Company adopted ASU 2011-02 “A Creditor’s Determination of whether a Restructuring is a Troubled
Debt Restructuring” for the period ended December 31, 2011.

During the periods ended December 31, 2011 and 2010, certain loans were modified resulting in TDRs. The modification of
the terms of such loans included one or a combination of the following: a reduction of stated interest rate of the loan or an extension
of the maturity date at a stated rate of interest lower than the current market rate for new debt with similar risk.

The following table presents loans by‘clas_s which were modified as TDRs that occurred during the three months and year
ended December 31, 2011 and 2010, along with the type of modification.
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Troubled Debt Restructured Troubled Debt Restructured

' During the Quarter Ended - During the Year Ended
December 31, 2011 December 31, 2011
. Interest Rate Term ., : Interest Rate , Term

(In thousands)

$2,462 ‘ $4,514

Total. - : ' . Coe 81,348 $12,984
Troubled Debt Restructured Troubled Debt Réstrﬁcthred
During the Quarter Ended” - During the Year Ended
. December 31, 2010 December 31, 2010
Intérést Rate = Term . . = Interest Rate Term
’ - ‘(}n théusands)

Indirect loans
e

Flrst nfgngage loans
Se
Total

$10,975 $923 - $13,279 $1,239

The folloWihg' iébléjbtesents the amount of 1o%ﬁ's Whiéh wefé festru'ctiired it the previous twelve months and which defaulted
within each period. c

i : ' - Troubled Debt Restruetured
i ‘ During the Year Ended
December 31, 2011 and
. Defaulting Durin
The Three R
Months  :  ~The Year. -
L e . ‘ v Ended Ended
o : R ok S December December 31,
(In thousands) ' N 31,2011 2011

Tadirect loans

Total o . . g : .
Note: A loan is considered to be'in payment default ange it is 30°days contractually past due under the modified terms.

$6,511 : $19,601

The Company had TDRs with a balance of $23.6 million and $14.5 million at December 31, 2011 and December 31, 2010,
respectively. There were charge-offs of TDR loans of $2.3 million and $6.2 million for the quarter ended December 31, 2011 and the
year ended December 31, 2011, respectively. There were charge-offs of TDR loans of $1.4 million and $2.1 million for the quarter
ended December 31, 2010 and the year ended December 31, 2010, respectively. The Company is not committed to lend additional
amounts as of December 31, 2011 and December 31, 2010 to customers with outstanding loans that are classified as TDRs. Charge-
offs on such loans are factored into the rolling historical loss rate, which is used in the calculation of the allowance for loan losses.
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There were. $1 16 OQ() 1n loans greater than 90 days dehnquent and still accruing at December 31, 2011. There were no loans
greater than 90 da and stlll accrulng at December 31 2010

Loans- and allowance for loan loss 1nd1v1dua11y and- collectlvely evaluated by portfolio segment for December 31, 2011 and
2010 follow below: :

| Three Months Ended December 31, 2011 N
Commercial Construction Consumer Mortgage Unallocated .  Total

(In thousands)

Charge-offs (3,790) 2,352)

(6,725)

‘Ending Balance ” 5,040 $2,535 1936 $27,956

. e "' Year Ended December 31,. 2011
. Commercial ;. Construction’ . Consumer Mortgage Unallocated Total

(In thousands)

" $6,040 $2.535  $1,93

] .. . December 31, 2011 .
Commercial Constructnon Consumer Mortgage Unallocated Total

(In thousamls)

468,739 49982 850,994

$119,646

Total loans $549,340 $97,710  $837,175

$1,623g871

Three Months Ended December 31, 2010
Commercial Construction Consumer _Mortgage Unallocated = Total’

(In thousands)

Net Charge-offs (794 (1,416 (386) — - (7,186)

Ending Balance ~ : — 1096 $28.082
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. Year Ended December 31, 2010
T .- Commercial ‘Construction Consumer _Mortgage Unallocated Total

“(In‘thousands)

lCharge-offs
S

Gl G
$ 28,082

$1,096

En 1ngj:'}§a ance $2,570 A

, December 31, 2010
Commercial Construction Consumer Mortgage  Unallocated . Total

(In thousands)

444,222 45,605 715,701

The following is a summary of aetjyity in the allowance for loan losses:

December 31, 2009
(In thousands)

_Provision for loan losses

Recoveries on loans charged-off

Impaired loans are evaluated based on the present value of expected future cash- ﬂows discounted at the loan’s original
effective interest rate, or at the-loan’s observable market price, or the fair value of the collateral, if the loan is collateral dependent.
Impaired loans are specifically reviewed loans for which it is probable that the Bank will be unable to collect all amounts due
according to the terms of the loan agreement. A specific valuation allowance is required to the extent that the estimated value of an
impaired loan is less than the recorded investment. FASB ASC 310- 10-35, formerly known as SFAS No. 114,  “Accounting by
Creditors for Impairment of a Loan,” does not apply to large groups of smaller balance, homogeneous loans, such as consumer
installment loans, and which are collectively evaluated for impairment. Smaller balance commercial loans are also excluded from the
application of the statement. Interest on impaired loans i is reported on the cash basis as received when the full recovery of “principal
and interest i is ant1c1pated or after full principal and 1nterest has been recovered when collectlon of interest is in questlon

Impaired loans by class for 2011 and 2010 are shown below.

December 31,2011 " December 31, 2010
Unpaid .- Amortized .~ Related - =~ Unpaid = Amortized - Related
Principal Cost) Allowance Principal Cost® Allowance
(In thousands)

$ 3,138 $ 3,108 $1,307
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B ',.l’,_:4D‘ece1iiber,,31,2011: 3} December 31, 2010
(R . " Unpaid.  Amortized . Related. ' Unpaid Amortized  Related

Principal Cost” Allowance Principal Cost? Allowance

*f i ! p i : (In thousands)

21790 19,542

Installment loans

Oft Odils
Second mortgage loans~

(1) Amortized cost rcﬂecgs (;harge—oﬂs that have been recognized plus other amourits that have been applied to reduce net-book balance.

. \The average impaired loans and interest income recognized are summarized below:

Year Ended December 31, 2011 Year Ended December 31, 2010

_ ~"Cashbasis Cash basis’
- Interest Interest : Interest ~ Interest
Income . ' Income Income Income
Average Recognized =~ Recognized ~  Average Recognized ~ Recognized
Impaired  on Impaired ' on Impired Impairéed  on Impaired onImpaired
Loans Loans Loans Loans Loans Loans

(In thousands)

Indirect loans

594,186 5 $89.490 51559 -

, The Bank us'es.ahv‘é‘svsgg quality ratings system to. as’signvgkngnieric' indicator of the credit quality and level of ‘é;ci,st;in'gh credit :
risk inherent in 3 loan. These ratings are adjusted periodically as the Bank becomes aware of changes in the credit quality of the .
underlying loans. The following are definitions of the asset ratings. o T ' '

‘Rating #1 T(High_’Qual'i't}JI)‘ — Loans rated “1” are ’df thehighgét quality. Thls giiteg(jry includes loans that have beén made to

borrower’s exhibiting strong profitability and stable trends with a good track record. ‘The borrower’s balance sheet indicates a strong -

liquidity and capital position. Industry outlook is good with the botrower performing as weil as or better than the industry. Little’
credit risk appears to exist.

Rating #2 (Goqg Quality) — A “2” rated loan represents a goo’gi business risk with relatively little credit risk apparent.

B fﬁéting #3(Average Quahty) — A “3” rated loan réﬁ;esents an avefagé business risk and credit risk within normal credit
standards. : £ . -

Rating #4 (Acceptable Quality) — A “4” rated loan represents acceptable business and credit risks. However, the risk exceeds
normal credit standards. Weaknesses exist and are considered offset by other factors such as management, collateral or guaranters.

Rating #5 (Special Mention) — A special: mention asset has potential weeilmesses that deserve management’s close attention.
If left uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the asset or deterioration in
the Bank’s credit position at some future date. Special mention-assets are not adversely classified and do not expose the Bank to. .

sufficient risk to warrant adverse classification.

~ Rating #6 (Substandard Assets) — A Substandard Asset is inadequately, protected by the current sound worth and paying
capacity of the obligor of of the collateral pledged, if any. “Assets, so tlassified will-have a well-defined weakness, or weaknesses, that
jeopatdize the liquidation of the debt. They are characterized by the distinct possibility that the Bank will sustain some loss if the
deficiencies are not corrected.
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Rating #7 (Doubtful Assets) — Doubtful Assets have all the weaknesses inherent in one classified Substandard-with the added
characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and values,
highly questlonable and improbable.

Ratmg #8 (Loss Assets) — Loss Assets are considered uncollectable and of such little value that their continuance as recorded
assets is not warranted. This classification does not mean that the Loss Asset has absolutely no recovery or salvage value, but rather
that it is not practical or desirable to defer charging off this substantially worthless asset, even though partial recovery may be reahzed
in the futu;re

Youow
<

" The table below shows the weighted average asset rating by class as of December 31, 2011 and 2010.
Weighted Average Asset Ratmg

December 31,
2011 ~2010

The Bank uses FICO scoring to help evaluate the likelihood borrowers will pay their credit obligations.as agreed.. The -
weighted-average FICO score for the indirect loan portfolio, included in consumer mstallment loans, was 742 and 726 at December
31, 2011 and 2010, respectively. , ; : Lo

The Bank has loans outstanding to various executive officers, directors, and their related interests. Management believes that
all of these loans were made in the ordinary course of business on substantially the same terms, including interest rate and collateral,
as those prévailing at the timé for comparable transactions with other customers, and did not involve more than normal risks. The
following is a summary of activity during 2011 for such loans:

* Amount

" (In thousands)

There were write-downs totaling $5.0 million in 2011, $4.2 million in 2010, and $3.9 million in 2009 on other real estate
owned recorded in other operating expenses. There were proceeds from sales of $15.9 million, $14.1 million, and $17.2 million from
other real estate owned by the Company in 2011, 2010, and 2009, respectively, resulting in net gains on sales of $851,000, $727,000
and $68,000 in 2011, 2010, and 2009, respectively.

" Real estate owned consisted of the following:
Legacy -

December 31,
Dy . o200 . - 2010

" (In thousanis)

Resldentlal

' Totafreal estate owned T $21,0%8 " $20 525\
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Decatur First Bank Acquisition

December 31,
2011

(In thousands)

R,
¢

ot

Residential

Gross other real estate
Total real estate owned .
" Gains on sales and ¢apitalized costs related to real estate owned are summarized below:

For the Years Ended December '31,
2011 2010 2009

Capitalized costs of real estate owned

7. Premises and Equipment

Premises and equipment are summarized as follows:

December 31,

2011 2010
. (In thhﬁ#ands)

Buildings and improvements

ffemises and equipment, net . $28,909 - $19,510

8. Deposits

Time deposits over $100,000 as of December 31, 2011 and 2010, were approximately $329 million and $246 million,
respectively. Maturities for time deposits over $100,000 as of December 31, 2011, in excess of one year are summarized in the table
below:

‘Amount

(In thousands)

One to two years

. Rél&éd 1nteresteg;(pense was approximately $5 million, $5 million, and $10 million for the years ended December 2011,
2010, and 2009, respectively. Included in demand and money market deposits were NOW accounts totaling approximately $93
million and $70 mil]ion, at December 31, 2011 and 2010, respectively.

~ Brokered deposits obtained through investment banking firms under master certificates totaled approximately $19 million,
$62 million, and $99 million as of December 31, 2011, 2010, and 2009, respectively, and were included in other time deposits.
Brokered deposits outstanding at December 31, 2011, were acquired in 2009 and had original maturities of 24 to 84 months. Brokered
deposits outstanding at December 31, 2010, were acquired in 2009, 2008, and 2005 and had original maturities of 18 to 84 moniths.

74



The weighted average cost of brokered deposits at December 31, 2011, 2010, and 2009; was 2.63%, 3.45%, and 4.30%, respectively,
and related interest expense totaled $1.2 million, $3.6 million, and $6.0 million during 2011, 2010, and 2009, respectively.

0. Short—Term Borrowmgs

Short-terrn debt is: summarrzed as follows:

December 31,
2011 . - 2010

‘(In thousands) -

tal short-tert

borrowings - $53,081 . ' $32,977

Short-term borrowings mature either overmght or ona remammg ﬁxed maturrty not to exceed one year Ovemrght
repurchase agreements consist primarily of balances in. the transactlon accounts of commerc1a1 customers swept mghtly to an .
overnight investment account. All short-term repurchase agreements are collateralized with investment securities havmg a market
value equal to or greater than, but approximating, the balance borrowed. Term fixed rate advances with the FHLB are collateralized
with pledged qualifying real estate loans. A daily rate line of credit advance with the' FHLB is a line collateralized with pledged :
qualifying real estate loans which may be increased or dectreased daily.and may be' drawn on to the extent of avallable pledged
collateral. It reprrces daily and bears a rate comparable to that of overnight Federal funds: - < : 3

. The Company had certain borrowings at December 31, 2010 secured by SBA loans which are a result of transfers of SBA
loans to third parties. As seller, the Company had made certain representations and warranties with respect to the originally
transferred loans and the Company has not incurred any material losses with respect to such representations and warranties,. )
Consistent with the updated guidance on accounting for transfers of financial assets, because the Company warrants the borrower will
make all scheduled paymients for the first 90 days following the sale of certain SBA loans; all salés were accounted for as secured
borrowings which results in an increase in Cash for the proceeds of the borrowing and an increase in Other Short-Term Borrowings on
the Consolidated Balance Sheet. When the 90 day warranty perlod expires, the secured borrowing is reduced, loans are reduced, and a
gain or loss on sale is recorded in SBA lending-Activities in the Consolidated Statement of Operatlons Dunng 2011, thrs 90 day.
warranty period was drscontrnued and the transfers were immediately recorded as sales. :

At December 31, 2011 and 2010, the Company had a collateralized line of credlt wrth the FHLB, Wthh requrred loans
secured by real estate, investment securities or other acceptable collateral, to ‘borrow up to @ maximum of approximately $223' million
and $195 million, respectively, subject to available qualifying pledged collaterdl. At Decémber'31, 2011 and 2610, the Company had
a contingent line of ¢redit collateralized with consumer loans with the Federal Reserve’ Bank of Atlanta Discount Window. In
addition, the Company had an unused term repurchase line available with anotber financial institution at December 31,2011 and-2010,
the borrowing amount is dependent upon the market value of securities available to transfer and the agreed upon Buyer’s Margin
Amount, as defined in the repurchase line. The Company had-securities with an aggregate market value of $3.2 million and-$602,000 .
~ available under the repurchase line at December 31,2011 and 2010; respeéctively. * Finally, the Company had $62 million-and $47
million, respectively; in total unsecured Federal funds lines available with various financial institutions as:of December 31, 2011 and
2010. . The weighted, average rate on short-terrn borrowrngs outstandmg at December 31 2011 2010, and 2009, was 1. 30%, 2. 17%
and 2. 74%, respectively.
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10. : Subordinated Debt and Other Long-Term Debt

Subordmated Debt and Other Long—term Debt are summarized as follows

December 31,
2011 2010

(In thousands)

i _ g s s
e ; s

it

$120027  $142,527

Total suﬁ;)rdinated debt and long-term debt
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* Subordinated debt and other long-term debt note maturities as of December 31 ,’2011, are summarized as. follows:

‘Amount

(In thousands)

The Company has five business trust subsidiaries that are variable interest entities, FNC Capital Trust I (“FNCCTI”), Fidelity
National Capital Trust I (“FidNCTIF’), Fidelity Southern Statutory Trust I (“FSSTI”), Fidelity Southern Statutory Trust IT (“FSSTII™)
and Fidelity Southern Statutory Trust TII (“FSSTIII”) (collectively, the “Trust Subsidiaries™).” During 2000, FNCCTI and FidNCTI
and during 2003, 2005, and 2007 FSSTI, FSSTIL, and FSSTIIJ, respectively, issued common securities, all of which were purchased
and are held by the Company, totaling $2 million and are classified by the Company as other assets and trust preferred securities
totaling $67.5 million classified as subordinated debt, which were sold to investors, with 30-year maturities. In addition, the $2
million borrowed from the business trust subsidiaries to purchase their respective common securities is classified as subordinated debt.
The trust preferred securities are callable by the business trust subsidiaries on or after defined periods. The trust preferred security
holders may only terminate the business trusts under defined circumstances such as default, dissolution, or bankruptcy. The trust
preferred security holders and other creditors, if any, of each business trust have no recourse to the Company and may only look to the
assets of each business trust to satisfy all debts and obligations.

The only assets of the Trust Subsidiaries are subordinated debentures of the Company, which were purchased with the
proceeds from the issuance of the common and preferred securities. FNCCTI and FidNCTI have fixed interest rates of 10.875% and
11.045%, respectively, while FSSTI and FSSTIL have current interest rates of 3.67% and 2.45%, respectively, and reprice quarterly at
interest rates set at 3.10% and 1.89%, respectively, over three-month LIBOR. FSSTIII currently has a fixed rate of 6.62% until
September 15, 2012, when it will be repriced quarterly at 1.40% over three-month LIBOR. The Company makes semi-annual interest
payments on the subordinated debentures to FNCCTI and FidNCTI and quarterly interest payments to FSSTI, FSSTII, and FSSTIII
which use these payments to pay dividends on the common and preferred securities. The trust preferred securities are eligible for
regulatory Tier 1 capital, with a limit of 25% of the sum of all core capital elements. All amounts exceeding the 25% limit are
includable in regulatory Tier 2 capital in the aggregate amount of 50% of the sum of all core capital elements (see Note 2 —~
“Regulatory Matters™). : I

-~ The equity investments in fhe_ subsidiaries created to issue the obligations, the obligations themselves, and related dividend
income and interest expense are reported on a deconsolidated basis in accordance with the consolidation guidance in ASC 810-10-15
with the investments in the amount of $2 million reported as other assets and dividends included as other noninterest income. The
obligations, including the amount related to the equity investments, in the amount of $67.5 million are reported as subordinated debt,
with related interest expense reported as interest on subordinated debt. = R

In November 2007, the Company entered into a$25 million three year FHLB European Convertible Advance collateralized
with pledged qualifying real estate loans and maturing November 5; 2010. The advance bears interest at 4.06% with a one-time FHLB
conversion option in November, 2008 which was not exercised. Under the provisions of the advance, the FHLB had the option to
convert the advance into a three-month LIBOR based floating rate adyance. This advance was reclassified to short-term borrowings in
the fourth quarter of 2009. In 2010, this advance was restructured to take advantage of historically low interest rates. The maturity .
date was extended to July 16, 2013 and the interest rate was lowered to 1.76%. e U e T

On March 12, 2008, the Company entered into a $5.0 million five year FHLB European: conveitible advance collateralized
with pledged qualifying real estate loans‘and maturing March 12, 2013, The advance had an interest rate of 2.395% at December 31,
2011." The FHLB had the one-time option on March 12, 2010, to convert the interest rate from a fixed rate to a variable rate based on
three-month LIBOR plus a spread charged by the FHLB to its members for an adjustable rate credit advance with the same remaining
maturity which it did not exercise. .

On March 12, 2008, the Company entered into a $5.0 million five year FHLB European convertible advance collateralized
with pledged qualifying real estate loans and maturing March 12, 2013. The advance had an interest rate of 2.79% at December 31,
2011. The FHLB has the one-time option on March 14, 201 1, to convert the interest rate from a fixed rate to a variable rate based on
three-month LIBOR plus a spread charged by the FHLB to its members for an adjustable rate credit advance with the same remaining
maturity.

On April 3, 2008, the Company entered into a $2.5 million five year FHLB European convertible advance collateralized with
pledged qualifying real estate loans and maturing April 3, 2013. The advance had an interest rate of 2.40% at December 31, 2011.
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The FHLB had the one-time option on Aptil 5, 2010, to convert the interest rate from a fixed rate to a variable rate based on three-
month LIBOR plus a spread charged by the FHLB to its members for an adjustable rate credit advance with the same remaining
maturity which it did not exercise.

On March 9, 2009, the Company entered into a $15 million four year FHLB Fixed Rate advance collateralized with pledged
qualifying real estate loans and maturing March 11, 2013. The advance had an interest rate of 2.90% at December 31, 2011.

If the Bank should decide to prepay any of the convertible advances above prior to conversion by the FHLB, it will be subject
to a prepayment penalty. However, should the FHLB receive compensation from its hedge parties upon a prepayment that
compensation would be payable to the Bank less an administrative fee. Also, should the FHLB decide to exercise its option to convert
the advances to variable rate, the Bank can prepay the advance on the conversion date and each quarterly interest payment date
thereafter with no prepayment penalty.

There was no indebtedness to dlrectors executive officers, or pnn(:lpal holders of equity securlties in exeess of 5% of
shareholders’ equity at December 31, 2011 or 2010. :

11. Income Tax

Income. tax expense (benefit) attributable to pretax income consists of:

Current . - Deferred ‘ Total

~ Federal B | $ (5.833) $3,241

$(6,516) $ 2,561 $(3,955)

Income tax expense differed from amounts computed by applying the statutory U.S. Federal income tax rate to pretax income
as a result of the following:

2011 2010 2009
-Amount % - .. Amount % Amount - % .

(Dollars in thousands)

 Other, net

The tax effects of temporary differences that give rise to srgnlﬁcant portions of deferred tax assets and deferred tax liabilities
at December 31, 2011 and 2010, are presented below
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December 31, .
2011 . . 2010

~—Asscts _ Liabilities _ Assets __Liabilities
‘ (In thousands)

.There is no valuation allowance prov1ded at December 31, 2011 and 2010 for any of the deferred tax assets based on
management’s belief that all deferred tax asset benefits will be realized. At December 31, 2011, the Company had $2.6 million i -
gross state tax credit carryforwards which expire as follows: $257,000 in 2012, $373,000 in 2013 $815,000 in 2014, $41 1 000 in
2015 $551,000 in 2016, $40,000 in 2017, $25,000 in 2018, $40,000 in 2019, and $43,000 in 2020. el

Uncertain Tax Positions
The Company'is subject to-the possibility of a tax audit in numerous jurisdictions in the U.S. until the applicable expiration of
the statutes of limitations. For Federal and state purposes, the Company is no longer subject to tax examinations by tax authorities for

tax years before 2006

Effective January 1 2007, the Compaiy adopted FIN 48, “Accounting for Uncertainty in Income Taxes™ which updated ASC
740- 10 05. The reconCIhatlon of our gross unrecogmzed tax beneﬁts is as follows:

December 31,
2011 . 2010

(In thousands)

Endmg Balan(:e 2B - '$3'36 " o U

Unrecogmzed tax bcneﬁts related to federal and state tax positions may decrease by a range of $91,000 to $3 14 000 by
December 31, 2012, due to tax years closing during 2012. The Company accrued approximately $314,000 and $21,000, for the
payment of interest at December 31,2011 and 2010, ‘respectively. For ﬁnanmal accounting purposes, interest and penalties accrued, if
any, are classified as other expense. There are no unrecognized tax benefits at December 31, 2011, that 1f recogmzed would impact
the Company’s effective tax.

12. Employee Benefits =~~~

The Company maintains a 401(k) defined contribution retirement savings plan (the “Plan”) for employees age 21 or older.
Employees’ contributions to the Plan are voluntary. The Company matches 50% of the first 6% of participants’ contributions in
Fidelity Southern Corporation common stock. For the years ended December 31, 2011, 2010, and 2009, the Company contributed
$896,450, $760,083, and $566,766 respectively, net of forfeitures, to the Plan.

The Company’s 1997 Stock Option Plan authorized the grant of options to management personﬁel for up to 500,000 shares of
the Company’s common stock. All options granted have three to eight year terms and vest ratably over three to five years of
continued émployment. ‘No options may be ot were: granted after March 31, 2007, under this plan.

The Fidelity Southern Corporation Equity Incentive Plan (the “2006 Incentive Plan), permits the grant of stock options,
stock appreciation rights, restricted stock, restricted stock units, and other incentive awards (“Incentive Awards™). The maximum
number of shares of our common stock that may be issued under the 2006 Incentive Plan is 2,250,000 shares, all of which may be
stock options. Generally, no award shall be exercisable or become vested or payable more than 10 years after the date of grant.
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Options granted under the 2006 Incentive Plan have four year terms and vest ratably over three years of continued employment. There
were 1o options granted during 2011 and 2010 under the 2006 Incentive Plan. During 2011, the Company recorded a charge of
$179,000 related to 16,768 incentive shares awarded to numerous individuals based on longevity. These shares were immediately
vested. On January 22, 2010, Fidelity granted 154,078 restricted shares of common stock under the 2006 Equity Incentive Plan. The
stock was granted at $4.50 per share, vests 20% per year and will be fully vested after January 22, 2015. Incentive awards available
under the 2006 Incentive Plan totaled 1,705,459 shares at December 31, 2011. : ,

The per share weighted fair value of stock options is calculated using the Black-Scholes option pricing model.  Expected -
volatilities are based on implied volatilities from historical volatility of the Company’s stock. The Company uses historical data to ™
estifate option exercise and employee termination within the valuation model. All option grantees are considered-one group for
valuation purposes. The expected term of options granted is derived from the output of the option valuation model and "repre.sentvs' the
period of time that options granted are expected to be outstanding. The risk-free rate period within the (';oﬁtractua_lﬁ life of the option is
based on the U.S. Treasury yield curve in effect at the time of grant. The fair values of the options granted were based upon the
discounted value of future cash flows of options using the following assumptions:

2011

2010 2009

Expected term of the options.

Expected dividends

A summary of option activity under the.plan as of December 31, 2011, and changes during the year then ended is presented

bélb\av: IR
Weighted
.. Weighted -Average
Number of  Average . Remaining .. .~ . .
share Exercise Contractual Aggregate
. Pri

Term Intrinsic Value

s

Exermsable at December 31,/2‘041 1

370,905 $530

: There _Were no options granted in 2011 and 2010. There were 334 options exercised in 2011 for an exercise pi'_ice of. $857
per share. - There were no options exercised in 2010, or 2009. There were no tax benefits realized from option expenses during the
years ended December 31, 2011, }2910,‘ and 2009. ,

A summary of the status of thebCorppa_hY’s: nonves_ted shélfe thions aéh'vo‘f Decemb’erBl, 201 1 )ariivd chaﬁges dut:ing the year
then ended is presented below: e ' ' ' B ) :

C Weighted

Number of . . Average
share options  Grant-Date
Fair Value

A sufnmafy 6f the ;tatus of the Cé)mf)anyfs nonvestéd: restricted stock as of December 3 1, 2011, and changes during the year
then ended is presented below: '
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. Number of
shares of
Restricted
Stock Grant Price

As of December 31, 2011, there was $416,011 of total unrecognized compensation cost related to nonvested share-based
compensation arrangements granted under the 2006 Incentive Plan. The cost is expected to be recognized over a weighted average
period of 3.1 years. The total fair value of shares vested during the years ended December 31, 2011, 2010, and 2009 was $108,000,
$233,000, and-$236,000, respectively.: The Company has a policy of issuing shares from the Company’s autherized and unissued
shares to satisfy share option‘exercises and expects to.issue an insignificant amount of shares for share option exercises during 2012.

13. Commitments and Contingencies

The approximate future minimum rental commitment as of December 31, 2011, for all noncancellable leases with initial or
remaining terms of one year or more are shown in the following table: : : :

Amount .

(I thousands)

2016
Thereafter

Rentél expense for all leases amounted to approximately $2,851,000, $2,894,000, and $2,859,000 in 2011, 2010, and 2009,
respectively, net of sublease revenues of zero, zero and zero in 2011, 2010, and 2009, respectively.

Due to the nature of their activities, the Company and its subsidiaries are at times engaged in various legal proceedings that
arise in the normal course of business, some of which were outstanding at December 31, 2011. The Company evaluates any potential
loss contingencies based on information available, including advice of counsel and assessment of available insurance coverage. The
Company establishes accruals for litigation and claims when a loss contingency is considered probable and the related amount is
reasonably estimable.  Individual accruals.are periodically reviewed and may be adjusted as circumstances change.

For Certain matters, when able to'do’so, the Company estimates loss contingencies for possible litigation and claims, whether
or not there is an accrued probable loss. ' Company estimates that it is reasonably possible it could incur losses, in excess of amounts
accrued, in an aggregate amount up to.approximately $2 million as of December 31, 2011, with it also being reasonably possible that
the Company could incur no losses. Due.to-the inherent unpredictability of outcomes of litigation and claims, any amounts accrued or
included in this aggregate amount may not represent the uitimate loss and, therefore, may be significantly different than the amounts -
accrued or included. '

The Bank was named as a defendant in a putative state-wide class action in which the plaintiffs allege that overdraft fees
charged to customers constitute interest and, as such, are usurious under Georgia law. The case assetts claims for usury, conversion
and money received for alleged injuries suffered by the plaintiffs as a result of the Bank’s assessment of overdraft charges in
connection with its POS/debit and automated-teller machine cards used to access customer accounts. Plaintiffs conténd that such
overdraft charges constitute interest and are therefore subject to Georgia usury laws. The Bank contends that such overdraft charges °
constitute non-interest fees and charges under both federal and Georgia law and are otherwise exempt from Georgia usury limits.
While it is difficult to predict or determine the outcome of these proceedings, it is the opinion of management and its counsel that the-
ultimate liabilities, if any, will not have a material adverse impact on the Company’s consolidated results of operations or its financial
position.
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The Federal Reéef\ffe 'Bbard requires that banks maintain cash on hand and reserves in the form of average deposit balances at
the Federal Reserve Bank based on the Bank’s average deposits. At December 31, 2011, the available credits exceeded the reserve
req}lirement and only minimal balances were maintained to provide a positive reserve balance.

" "In 2007, the Company recorded a charge of $567,000 pretax for its proportional share of a settlement of the Visa litigation
with American Express, a reserve for the lawsuit between Visa and Discover Financial Services, and the incremental liability for -
certain other Visa litigation under our indemnification obligation as a Visa member bank. In 2008, this accrual was reversed after the
successful public offering of Visa stock. As of December 31, 2011, the Company had a $152,000 accrual recorded for its proportional
share of additional litigation expense related to its Visa indemnification obligation. = e

14, Shareholders” Equity

- Generally, dividends that may be paid.by the Bank to FSC are subject to certain regulatory limitations. In particular, under
Georgia bankingiaw applicable to Georgiarstate chartered commercial banks such as the Bank, the approval of the GDBF will'be
requiréd if the total of all dividends declared in any calendar year by the Bank exceeds 50% of the Bank’s net profits for the prior year
or if certain other provisions relating to classified assets and capital adequacy are not met. At December 31, 2011 and 2010, the
Bank’s total shareholders’ equity was approximately $205 million and $188 million, respectively. FSC invested no capital.in the
Bank during 2011 and 2010 in the form of capital infusions. :

On December 19, 2008, as part of the Treasury’s Capital Purchase Program, Fidelity entered into a Letter Agreement (“Letter
Agreement”) and a Securities Purchase Agreement — Standard Terms with the Treasury, pursuant to which Fidelity agreed to issue and
sell, and the Treasury agreed to purchase (1) 48,200 shares (the “Preferred Shares”) of Fidelity’s Fixed Rate Cumulative Perpetual

 Preferred Stock, Series A, having a liquidation preference of $1,000 per share, and (2) a ten-year warrant (the “Warrant™) to purchase
up to 2,266,458 shares of the Company’s common stock, no par value (“Common Stock”), at an exercise price of $3.19 per share, for
an aggregate purchase price of $48.2 million in cash. The Preferred Shares qualify as Tier I capital under risk-based capital guidelines
and will pay cumulative dividends at a rate of 5% per annum for the first five years and 9% per annum thereafter. The Preferred
Shiares may be redeemed after December 19, 2011, at the stated amount of $1,000 per share plus any accrued and unpaid dividends.
The Preferred Shares are non-voting except for class voting rights on matters that would adversely affect the rights of the holders-of
the Preferred Shares.

- "Pursuant to the terms of the Letter Agreement, the ability of Fidelity to declare or pay dividends or distribute its common
stock is subject to restrictions. As long as the Preferred Shares are outstanding, dividend payments are prohibited until all accrued and
unpaid dividends are paid on such preferred stock, subject to certain limited exceptions. - I . o

Also, under current Federal regulatibns, the Bank is limited in the amount it may loan to its non-bank affiliates, including
FSC. AsofDecember 31, 2011 and 2010, there were no loans outstanding from the Bank to FSC. = R ‘

Earnings per share were calculated as follows: .

For the Years Ended December 31,
2011 2010 2009

(Iﬁ thousands,

excqrt per share data)

s on preferred stock and accretion of discount

At
Average

Average number of shares for 2011 and 2010 includes participating securities related to unvested restricted stock awards.
In January, April, July, and October of 2009, the Company issued a stock dividend equal to one share for every 200 shares

owned as of the record date. In January, April, July and October 2010, the Company issued a stock dividend equal to one share for
every 200 shares owned as of the record date. In January and April 2011, the Company issued a stock dividend equal to one share for
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every 200 shares owned as of the record date. - In January 2012, the Company issued a stock dividend equal to one share for every 60
shares owned on the record date. Basic and diluted earnings per share for prior years have been retroactively adjusted to reflect these
stock dividends as shown below:

2010, 2009
o e $ :

B:
] fect of stock divide

por
nd

At December 31, 2009, there were 2,3 12,128 ten-year warrants associated with the preferred stock issued to the U.S.
Treasury under the TARP Capital Purchase Program to purchase shares-of the Company’s common stock at an exercise price of $3.19
per share, 10,000 options at $16.01, 11,905 options at $16.80, 7,500 options at $18.47, 129,000 options at $18.70 and 350,167 options
at $4.60 which would have been included in the calculation of dilutive earning per share except that to do so would have an‘anti-

. dilutive impact on earnings per share for 2009. '
15. Components of Otlier Comprehensive Income (Loss) '

b

"SFASNo. 130, “Reporting Comprehensive Incorme,” which updated ASC 220-10-05 establishes standards for reporting
comprehensive income (loss). ‘Comprehensive income (loss) includes nét income and other comprehensive income (loss); which is
defined as'noni-owner related transactions in equity. The only other comprehensive income (loss) item is unrealized gains or losses,
net of tax, on securities available-for-sale. h ‘ IR : oo :

" The athounts of other comprehensive income (loss) included in equity with the related tax effect and the accumulated other -
comprehensive income (loss) are reflected in the following schedule: Tk a :

Accumulated
' Other
Gain/(Loss) Tax (Expense) Comprehensive
" Before Tax ~  /Benefit - Income/(Loss)

- nthousands)

fustmnts for the per R
Less adjustment for net gains included in income 420

Less adjustment for net gains included in income .
De

16. Fair Value of Financial Instruments

Effective January I, 2008, the Company‘adopted the provisions of SFAS No. 157, “Fair Value Measurements” which
updated ASC 820-10-05, for financial assets and financial liabilities with the exception of the application to non-financial assets and
liabilities measured at fair value ona nonrecurring basis (such as other real estate). This guidance establishes a common definition.of
fair value and framework for measuring fair value under U.S. GAAP. Fair value is an exit price, representing the amount that would -
be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. The guidance
establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements) and the lowest
priority to unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy are described below:

Level 1 — Unadjusted quoted prices in active markets that are accessible at the measurement date for identical; unrestricted
assets or liabilities;
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- Level2 - Quoted prices in markets that are not active, or inputs that are observable, either dlrectly, for substantially the full
term of the asset or liability; ; _

Level 3 — Prices or valuation techniques that require inputs that are both significant to the fair value measurement and
unobservable (i.e., supported by little or no market activity).

_ A financial 1nstrument’s level within the hterarchy is based on the lowest level of input that is significant to the fau value
measurement. Fair value enables a company to mitigate the non-economic earnings volatility caused from financial assets and
financial liabilities being carried at different bases of accounting, as well as to more accurately portray the active and djfnamic
managetnent of a company’s balance sheet. . ;

~In accordance with SFAS No. 159 “The Fair Value Option for Financial Assets and Financial L1ab111t1es whl,eh is now
codified in ASC 825-10-25, the Company has elected to record newly originated mortgage loans held-for-sale at fair value. The
following is a description of mortgage loans held-for-sale as of December.31, 2011 and 2010, for. which fair value has been elected,
including the specific reasons for electing fair value and the strategies for managmg these assets-on-a fair value basrs ;

Loans Held-for-Sale

In 2009, the Company began recording mortgage loans held-for-sale at fair value. The Company chose to fair value these
mortgage loans held-for-sale in order to eliminate the complexmes and inherent difficulties of achieving hedge accounting and to
better align reported results with the underlying economic changes in value of the loans and related hedge instruments. This election
impacts the timing and recognition of origination fees and costs, as well as servicing value. Specifically, origination fees and costs,
which had been appropriately deferred under SFAS No. 91 “Accountmg for Nonrefundable Fees and Costs Associated with
Ongmatmg or Acquiring Loans and, Imual Direct Costs, of Leases” now codified in ASC 3 10~20-25 and previously.recognized as part
of the gain/loss on sale of the loans, are now recognized in earnings at the time of origination.. Interest income on mortgage loans
held-for-sale is recorded on an accrual basis in the consolidated statement of operations under the heading “Interest income-loans, -
including fees.” The servicing value is included in the fair value of the mortgage loan held-for-sale and initially recognized at the time
the Company enters into Interest Rate Lock Commitments (“IRLCs”) with borrowers. The mark to market adjustments related to
loans held-for-sale and the associated economic hedges are captured in mortgage banking activities.

Valuation Methodologies and Fair Value Hierarchy

The primary ﬁnanclal mstruments that the Company carries at fair value include investment securities, IRLCs, derivative
instruments, afid loans held:for-sale. Classification in the fair value hierarchy of financial instruments is based on the criteria set forth
in SFAS No 157, now codified in FASB ASC 820-10-35. x

Debt securities issued by U.S. Government corporations and agencies, debt securities issued by states and political
subdivisions, and agency residential mortgage backed securities classified as available-for-sale are reported"at fair value utilizing
Level 2 inputs. For these securities, the Company obtains fair value measurements from an independent pricing service. “Thé fair -
value measurements consider observable data that may include dealer quotes, market spreads, cash flows, the U.S. Treasury yield
curve, live trading levels, trade execution data, market consensus prepayment speeds, credit information and the bond’s terms and
conditions, among other things.  The investments in the Company’s portfolio are generally not quoted on an exchange btlt are actlvely
traded in the secondary institutional markets

The fair value of mortgage loans held-for-sale is based on what secondary markets are currently offering for portfolios with
similar characteristics. The fair value measurements consider observable data that may include market trade pnclng from brokers and
the mortgage-backed secunty markets As such, the Company classifies these loans as Level 2. o

The Company class1ﬁes IRLCs on res1dent1a1 mortgage loans held-for-sale, which are derivatives under SFAS No 133 now
codified in ASC 815-10-15, on a gross basis within other liabilities or other assets. The fair value.of these commitments, while based
on interest rates observable in the market, is highly dependent on the ultimate closing of the loans. These ‘ ‘pull-through” rates are
based on both the Company’s historical data and the current interest rate environment and reflect the Company’s best estimate of the
likelihood that a commitment will ultimately result in a closed loan. As a result of the-adoption of Staff Accounting Bulletin No. 109
(“SAB No. 109”), the loan servicing value isalso included in-the fair value of IRLCs. Because these inputs are not: transparent in
market trades; IRLCs are c0n51dered to be Level 3 assets. » ‘ »

, Derivatifve instruments are primarily transacted,_in;the secondary mortgage and institutional dealer markets and priced with
observable market assumptions at a mid-market valuation peint, with appropriate valuation adjustments for liquidity and credit risk.
For purposes of valuation adjustments to its derivative positions under FASB ASC 820-10-35, the Company has evaluated liquidity
premiums that may be demanded by market participants, as well as the credit risk of its counterparties and its own credit if applicable.
To date, no material losses due.to a counterparty’s inability to pay any net uncollateralized position has been incurred.
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The credit risk associated with the'underlying cash flows of an instrument carried at fair value was a consideration in
estimating the fair value of certain financial instruments. 'Credit risk was considered in the valuation through a variety of inputs, as
applicable, including, the actual default and loss severity of the:collateral, and level of subordination. The assumption used to estimate
credit risk applied relevant information that a market participant would likely use in valuing an instrument. Because mortgage loans
held-for-sale are sold within a few weeks of origination, it is unlikely to demonstrate any of the credit weaknesses discussed above and
asa resglt, there were no credit related adjustments to fair value at December 31, 2011.

The following tables present financial assets measured at fair value at December 21, 2011 and 2010 on a recurring basis and
the change in fair value for those specific financial instruments in which fair value has been elected. The changes in the fair value of
economic hedges were also recorded in mortgage banking activities and are designed to partially offset the change in fair value of the

financial instruments referenced in the tables below.

) Fair Value Measurements at December 31, 2011
Assets Measured Quoted Prices in ’ -
" at Fair Value Active Markets  Significant Other Significant

December 31, for Identical *- - Observable Inputs  Unobservable Inputs .
2011 Assets (Level 1) - (Level 2) - (Level 3)-
- ) V ’ (In thousamis) , - ‘

Fair Value Measurements at December 31,2010 =~ -
Assets Measured Quoted Pricesin - "' : : g

at Fair Value Active Markets  Significant Other Significant
December 31, for Identical Observable Inputs  Unobservable. Inputs
2010 Assets (Level 1) (Level 2) (Level 3)

(In thousands)

y states and-political subdivisions

155,029

pee

Other Liabilities”

(1) This amount includes morigage related interest rate lock commitments and derivative financial instruments to hedge interest rate risk. Interest rate lock commitments were recorded on
a.gross basis. Lt : : : :

For Items Measured at Fair Value Pursuant to Eiection of >the Fair Value Option: Fair Value
Gain (Loss) related to Mortgage Banking Activities

‘ Year Ended ) Three Months Ended
December 31, December 31, I?ec‘ember 31, December December31, December 31,
2011 ‘ 2010 — © 2009 31,2011 2010 2009

(In thousands)

The tables béloW présent a reconciliation of all assets and liabilities measured at fair value on a recurring basis using
significant unobservable inputs (level 3) during the quarter and year ended December 31,2011 and 2010.
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, . Quarter Ended December 31,
2011 AR 2010

Other Other <0 .. Other .= . Other
g Assets(l’ Llabllltles(” Assets“) _ Liabilities”
h ‘ ‘ (In thousands) N B ‘
Begmmng Balance : e 6,467 ,2“;624)‘ : $ 2768 o sMma

T tal 1 sses) ‘ncluded in am

Settlements and closed loans (6,033) (1 590) 4

Expirations s ; @3 T4, S
Total gains (losses) 1ncluded in other comprehenswe

income : = —
Eiding Balance™ T )

(1) Includes Mortgage related interest rate lock commitments and derivative financial instruments entered into hedge interest rate risk.
(2) Amounts-included in earnings are recorded in morigage banking activities.
(3) Represents the amount included in earnings attributablé fo the changes in unrealized gains/losses relating to IRLCs and derivatives still held at period end.

““Year Ended December 31,
2011 . .. 2010,
Other Other ‘Other - Other
Assets” Liabilities™ Assets” ~ Liabilities™
(In thousands)
Beginning Balance, .. .. S (4406) SATE e
Total gains (losses) 1nc1uded in earnings
suanee 4,384) CHE (3,911)
nts and closed'lo 178 (4,114) .52
344 @6 3468

Total gams (losses) included in other comprehens1ve
income
Endin B’alaﬂce'(? )

(1) Includes Mortgage rei te lock commitments and devi e financial instruments entered into hedge interest rate risk.
(2) Amounts included in earnings are recorded in mortgage banking activities.
(3) Represents the amount included in earnings attributable to the changes in unrealized gains/losses relating to IRLCs and derivatives still held at period end.

The following tables present the assets that are measured at fair value on a nonrecurring basis by level ‘within the fair value
hierarchy as reported on the consolidated statements of financial position at December 31, 2011 and 2010.

. Fair Value Measurements at December 31, 2011

- Quoted Prices'in - Significant
Actlve Markets ~ Other _ Significant
: - for Identlcal - Observable Unobservable Valuation
- Total Assets Level 1 Inputs Level 2 Inputs Level 3 Allowance
' 1 (In thousands) bl )
Impaired loa 1315)
ORE 7 o ; ’ 6 (7,469)
Mortgage servicingrights 11 456* e amme L BT L Ase T (0785)
SBA servicing rights 5,736 - - 5,736 (213)
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Fair Value Measurements at December 31, 2010

Quoted Prices in Significant
Active Markets Other Significant
. " for Identical Observable Unobservable Valuation
Total - Assets Level 1 . Inputs Level 2 Inputs Level 3 Allowance
‘ » (In thou;‘ands)
VRS ey ey
e 20,525 (6,403)
Mortgage servicing rights ‘ e S e
SBA servicing rights 2,624 - - - 2,624 (203)-

Impaired loans are evaluated and valued at the time the loan is identified as impaired, at the lower of cost or fair value. For
collateral dependent loans; fair value is measured based on the value of the collateral securing these loans and is classified as a Level 3
in the fair value hierarchy. Collateral may include real estate or business assets, including equipment, inventory and account
receivable. The value of real estate collateral is determined based on an appraisal by qualified licensed appraisers hired by the
Company. If significant, the value of business equipment is based on an appraisal by qualified licensed appraisers hired by the
Company otherwise, the equipment’s net book value on the business’ financial statements is the basis for the value of business
equipment. Inventory and accounts receivable collateral are valued based on independent field examiner review or aging reports.
Appraised and reported values may be discounted based on management’s historical knowledge, changes in market conditions from
the time of the valuation, and management’s expertise and knowledge of the client and client’s business. Impaired loans are evaluated
on at least a quarterly basis for additional impairment and adjusted accordingly.

Foreclosed assets are adjusted to fair value upon transfer of the loans to foreclosed assets. Subsequently, foreclosed assets
are carried at the lower of carrying value or fair value less estimated selling costs. Fair value is based upon independent market prices,
appraised values of the collateral or management’s estimation of the value of the collateral. When the fair value of the collateral is
based on an observable market price or a current appraised value, the Company records the foreclosed asset as nonrecurring Level 2.
When an appraised value is not available or management determines the fair value of the collateral is further impaired below the
appraised value and there is no observable market price, the Company records the foreclosed asset as nonrecurring Level 3. ‘Appraised
and reported values may be discounted based on management’s historical knowledge, changes in market conditions from the time of
the valuation, and management’s expertise and knowledge of the client and client’s business.

SBA servicing rights are initially recorded at fair value when loans are sold service retained. These assets are then amortized
in proportion to and over the period of estimated net servicing income. On a monthly basis these servicing assets are assessed for
impairment based on fair value. Management determines fair value by stratifying the servicing portfolio into homogeneous subsets
with unique behavior characteristics, converting those characteristics into income and expense streams, adjusting those streams for
prepayments, present valuing the adjusted streams, and combining the present values into a total. If the cost basis of any loan
stratification tranche is higher than the present value of the tranche, an impairment is recorded.

Mortgage servicing rights are initially recorded at fair value when mortgage loans are sold servicing retained. These assets
are then amortized in proportion to and over the period of estimated net servicing income. On a monthly basis these servicing assets
are assessed for impairment based on fair value. Management determines fair value by stratifying the servicing portfolio into
homogeneous subsets with unique behavior characteristics, converting those characteristics into income and expense streams,
adjusting those streams for prepayments, present valuing the adjusted streams, and combining the present values into a total. If the
cost basis of any loan stratification tranche is higher than the present value of the tranche, an impairment is recorded.

Management makes certain estimates and assumptions related to costs to service varying types of loans and pools of loans,
prepayment speeds, the projected lives of loans and pools of loans sold servicing retained, and discount factors used in calculating the
present values of servicing fees projected to be received. No less frequently than quarterly, management reviews the status of all loans
and pools of servicing assets to determine if there is any impairment to those assets due to such factors as earlier than estimated
repayments or significant prepayments. Any impairment identified in these assets will result in reductions in their carrying values
through a valuation allowance and a corresponding increase in operating expenses.

The following tables present the difference between the aggregate fair value and the aggregate unpaid principal balance of
loans held-for-sale for which the fair value option has been elected as of December 31, 2011 and 2010. The table also includes the

difference between aggregate fair value and the aggregate unpaid principal balance of loans that are 90 days or more past due, as well
as loans in nonaccrual status. ' ‘ B ‘
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~-December 31,2011 - ‘ December 31, 2010

Aggregate : Aggregate
Unpaid- -+ Fair value Unpaid Fair value
Principal over/(under) Principal - over/(under)
Aggregate - Balance . < unpaid + Aggregate Balance unpaid

F alr Value . Under FVO prmclpal Fair Value Under FVO principal

‘ (In thousands)
Lomsheld-for-sale- " . $90,907 $88255 5 $155029 8156971 $(1.94%
Past due loans of 90+ days - - — - - :
Nonaccrual loans  © e gt : ; ; S

SFAS 107, “Disclosures about Fair Value of Financial Instraments,” (“SFAS 107”) now codified in ASC 825-10-50 requires
disclosure of fair value information about financial instruments, whether or not recognized in the balance sheet,:for which it is -
practicable to estimate that value. In cases where quoted market prices are not available, fair-values are based on settlements using’ -

" present value or-other valuation techniques: Those techniques are significantly-affected by the assumptions used;including the -
discount rate and estimates of future cash flows. In that regard, the derived fair value estimates cannot be substantiated by comparison
to independent markets, and, in many cases, could not be realized inimmediate settlemerit of the instrument. ASC 825-10-50 -
excludes certain financial instruments and all non-financial instruments from its disclosure requirements:> Accorrdrngly, the aggregate
fair Value amounts presented do not represent the-underlying value of the Company : :

. December 31,

2011 2010
Carrying ~ . Fair Carrying Fair

;. 'Amount : - . . Value < Ameunt .- Value

v (In thousands)

Investment securities held-to-maturity
Investment in FHLB stock

Total assets
Financial Instrument |
Noninterest-bearing demand deposrts
Interest-bearing deposits :

Total deposits -
ri-ten ;;bgrmwmgs

8 269,50
1,601,926 1

[‘$2_043 625':”‘ Sk

Cequity) , 19¢ .
~ Total liabilities and shareholders equity L $2,234795 . o $l 945, 300

‘The carrying amounts reported in the consohdated balance- sheets for cash, due from banks, and Federal funds sold
approxrmate the fair values of those assets For investment securities, fair value equals quoted market prices, if available. Ifa quoted
market price is not ava11ab1e farr value i is estrmated using quoted market prices for mmrlar securrtres or dealer quotes.

Ownership in equity securities of bankers’ bank (FHLB stock) is restricted and there is no established market for their resale.
The carrying amount isa reasonable, estimate of fair value.

, Fair values are estrrnated for portfohos of loans. with srmrlar ﬁnancral characterrstrcs Loans are segregated by type. The fair
value of performing loans is calculated by discounting scheduled cash flows through'the remaining maturities using estimated market
discount rates that reflect the credit and interest rate risk inherent in the loans along with a market risk premium and liquidity discount.

Fair value for significant nonperforming loans is estimated taking into consideration recent external appraisals of the

underlying collateral for loans that are collateral dependent. If appraisals are not available or if the loan is not collateral dependent,
estimated cash flows are discounted using a rate commensurate with the risk associated with the estimated cash flows. Assumptions
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regarding credit risk, cash flows, and discount rates are judgmentally determined using available market information and specific
borrower information.

The fair value of deposits with no stated maturities, such as noninterest-bearing demand deposits, savings, interest-bearing
demand, and money market accounts, is equal to the amount payable on demand. The fair value of time deposits is based on the
discounted value of contractual cash flows based on the discount rates currently offered for deposits of similar remaining maturities.

The carrying amounts reported in the consolidated balance sheets for short-term debt approximate those liabilities fair

Values

The fair value of the Company’s long-term debt is estimated based on the quoted market prices for the same or sumlar issues
or on the current rates offered to us for debt of the same remaining maturities.

For off-balance sheet instruments, fair values are based on rates currently charged to enter into similar agreements, taking
into"account the remaining terms of the agreements and the counterparties’ credit standing for loan commitments and letters of credit.
Fees telated to these instruments were immaterial at December 31, 2011 and 2010; and the carrying amounts represent a reasoniable
approximation of their fair values. Loan commitments, letters and lines of credit, and similar obligations typically have variable
interest rates and clauses that deny funding if the customer’s credit quality deteriorates. Therefore, the fair values of these items are
not significant and are not included in the foregoing schedule.

This presentation excludes certain financial instruments and all non-financial instruments. The disclosures also do not
include certain.intangible-assets, such as customer relationships, deposit base intangibles, and goodwill.. Accordingly, the aggregate
fair Value amounts presented do not represent the underlymg value: of the Company PRI . i

17. Frnanclal Instruments WIth Off-Balance Sheet Rrsk ’ i

The Company is a party-to ﬁnanclal instruments with off balance sheet risk in the normal course of busmess to: meet the -
financing needs of its customers and to reduce its own exposure-to fluctuations in interest rates. - These financial instruments, which
include commitments-to extend credit and letters of credit, involve to varying degrees elements of credit and interest rate risk in excess
of the amount recognized in the-consolidated financial statements.. ‘The contract or notional amounts of these instruments reflect the -
extent of mvolvement the Company has in particular classes of ﬁnancral instruments.

The Company s exposure to credit loss, in the event of nonperformance by customers for commrtments to extend credrt and -
letters of credit, is represented by the contractual or notional amount of those instruments. The Company uses the same credit policies’
in making commitments and conditional obligations as it does for recorded loans. Loan commitments and other off-balance sheet .- .-
exposures are ‘evaluated by Credit Review quarterly and reserves are provided for risk as deemed appropriate.. -

Commitments to extend credit are agreements to lend to customers as long as there is no violation of any condition
established in the agreement. Commitments generally have fixed expiration dates or other termination clauses and may require
payment of a fee. Since many of the commitments are expected to expire without being drawn upon, the total commitment amounts
do not necessarily represent future cash requirements. The Bank evaluates each customer’s creditworthiness on a case-by-case basis.
The amount: of collateral obtained;.if deemed pecessary by the Bank-upon extension of credit, is based on management’s credit
evaluation of the borrower. Collateral held varies; but may 1nclude accounts recervable, 1nventory, property, plant and equipment, and
mcome—produemg commercral properties. - : :

. Standby and 1mport letters of credit are commitments issued by the Bank to guarantee the performarice of a customer to a
third party. The credit risk involved in issuing letters of credit is essentially the same as.that involved in extending loan facilities to
customers. The Bank holds collateral supportmg those commrtments as deemed necessary

The Company has undertaken certain guarantee obhgatrons for commrtments to extend credrt and 1etters of credlt that have ; .-
certain characteristics as.specified by FASB Interpretation:No. 45, “Guarantor’s Accounting and Disclosure Requirements for . - -
Guarantees, Including Indirect Guarantees of Indebtedness.of Others — an interpretation of FASB Statements No.-5, 57, and 107 and
rescission of FASB Interpretation No. 34” now codified in ASC 460-10-05. Asmnoted in Note 15, the fair value of credit and letters of
credit are msrgmﬁcant to the: Company s
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Financial instraments with off-balance sheet risk at December 31, 2011, are summarized as follows:
Financial Instruments Whose Contract Amounts Represent Credit Risk:

o o December 31,
. o : 2011

(In thousands)

Homeequity =
Mortgage loans.

X
’ ,S,‘tan,dby, letters of credit and bankers.acceptances -
_ Federal funds line.
Total loan commitments. :

T $287,035
18. Derivative Financial Instruments

» »The Company maintains a risk-management program to manage interest rate risk and pricing risk associated with-its
mortgage lending activities. The risk management program includes the use of forward contracts and other derivatives that are
recorded in the financial statements at fair value and are used to offset changes in value of the mortgage inventory due to changes in
market interest rates. As a normal part of its operations, the Company enters into detivative contracts to.economically hedge risks
associated with overall price risk related to IRLCs and mortgage loans held-for-sale carried at fair value under ASC 825-10-25. Fair
value changes occur as a result of interest rate movements as well as changes in the value of the associated servicing: Derivative
instruments used-include forward sale commitments and IRLCs. All derivatives are carried at fair value in the:Consolidated Balance -
Sheets in other assets orother liabilities. A gross loss of $4.1 million for the year ended December 31, 2011 associated - with the
forward sales commitments and IRLCs are recorded in the Consolidated Statements of Operations in mortgage banking activities.

The Company’s risk management derivatives are based on underlying risks primarily related to interest rates and forward
sales commitments. Forwards are‘contracts for the delayed delivery or net settiement of-an underlying instrument, such as.a mortgage
loan, i which the seller agrees to deliver on a specified future date, either a specified instrument at a specified price or yield or the net
cash equivalent of an underlying instrument. These hedges are used to-preserve the Company’s position rélative to-future sales of.
loans to third parties in an effort to minimize the volatility of the-expected gain on sale-from changes in interest rate.and the associated
pricing changes. '

19. Certain Transfers of Financial Assets

The Company has transferred certain residential mortgage loahs, SBA loans, and indirect loans in which the Company has
continuing involvement to third parties. : The Company has not engaged in securitization activities with respect to. suchloans. All:such
transfers have been accounted for as sales by.the Company. The Company’s continuing involvement in such transfers has been - .-
limited to certain servicing responsibilities. The Company is not required to provide additional financial support to any of these:
entities, nor has the Company provided any support it was not obligated to provide. Servicing rights may give rise to servicing assets,
which are initially recognized at fair value, subsequently amortized, and tested for impairment. ‘Gains or losses upon sale, in-addition
to servicing fees and collateral management fees, are recorded:in-noninterest income: o . ‘

. The majority of the indirect automobile loan pools and certain SBA and residential mortgage loans are sold with servicing
retained. When the contractually specific servicing fees-on loans sold servicing tetained are expected to be more than:adequate
compensation'to-a servicer for performing the servicing; a capitalized servicing asset isrecognized based on fair:value. 'When the
expected ‘costs to a servicer for performing loan servicing are not expected to adequately.compensate a servicer, a capitalized servicing
liability is recognized based o fair value. Servicing assets and servicing liabilities are amortized over the expected lives of the
serviced loans utilizing the interest method. Management makes certain estimates and assumptions relatéd to costs to-service varying
types of loans and pools of loans, prepayment speeds, the projected lives of loans and pools of loans sold servicing retained, and
discount factors used in calculating the present values of servicing fees projected to be received.

At December 31,2011, 2010, and 2009 the total fair value of servicing for mortgage loans was $11.6 million, $6.3 million,
and $977,000, respectively. The fair value of servicing for SBA loans at December 31, 2011, 2010 and 2009 was $7.1 million, $3.8
million and $3.5 million, respectively. To estimate the fair values of these servicing assets, consideration was given to dealer
indications of market value, where applicable, as well as the results of discounted cash flow models using key assumptions and inputs
for prepayment rates, credit losses, and discount rates. Carrying value of these servicing assets is shown on the following page.
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December 31,
2011 2010

SBA servicing

$17,713 - $8,524

There are two primary classes of loan servicing rrghts for which the Company separately manages the economic rrsks
residential mortgage and SBA. Residential mortgage servicing rights and SBA loan servicing rights are initially recorded at fair value
and then accounted for at the lower of cost or market and amortized in proportion to, and over the estimated period:that net‘servicing
income is expected to be received based on projections of the amount and timing of estimated future net cash flows. The amount and
timing of estimated future net cash flows are updated based on actual results and updated pro; ect1ons F 1del1ty penodrcally evaluates
its loan serv1cmg rights for impairment. : :

Residential Mortgage Loans

The Company typically sells first lien residential mortgage loans to third party investors including Fannie Mae. Certam of
these loans are exchanged for cash and servicing rights, which generate servicing assets for the Company. The servicing assets are
recorded initially at fair value. As seller, the Company has made certain standard representations and warranties with respect to the
originally transferred loans. The Company estimates its reserves under such arrangements predominantly based on prior experlence
To date, the Company 5'actual buy-backs as well as asserted claims under these prowsrons have been de mmlmus ‘ “

Dunng 2011 and 2010 Fidelity sold resrdentlal mortgage loans w1th unpald pnncrpal balances of $907 3 mrlhon and $457 5.
million, respectively on which Fidelity retained the related mortgage servrcrng rights (MSRs) and receives servicing fees. At
December 31, 2011 and 2010, the approximate weighted average servicing fee was 0.25% of the outstanding balance of the residential
mortgage loans. The weighted average coupon interest rate on the portfolio of mortgage loans serviced for others was 4.36% and
4.43% at December 31, 2011 and 2010, respectively. : , SR e

The following is an analysrs of'the act1V1ty inF 1de11ty s residential MSR and impairment for the years ended December 31,
2011 and 2010 : :

Years Ended December 31,
2011 2010

(In ti;ousands}

Carrying value January 1

Amortization .

~$11.456

" Carrying value, December 31

Years Ended December 31,
2011 . - - 2010

Balance, January 1

Recoveries

Fidelity uses assumptions and estimates in determining the impairment of capitalized MSRs. These' assumptions include
prepayment speeds and discount rates commensurate with the risks involved and comparable to assumptions used: by market :
participants to value and bid MSRs available for sale in the'market. At December31, 2011, the sensrtlvrty of the current fair value of.
the residential mortgage servicing rights to immediate 10% and 20% adverse changes in‘key economic assumptrons are included in: the
accompanying table.
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December 31, 2011
v (Dollars in thousands)

age Servicing Rights R 1§

ue of a 10% increase -

The sensitivity calculations above are hypothetical and should not be considered to be predictive of future performance. As
_indjcated, changes in value based on adverse changes in assumptions generally cannot be extrapolated because the relationship of the
change in assumption to the change in value may not be linear. Also, in this table, the effect of an adverse variation in a particular
assumption on the value of the MSRs is calculated without changing any other assumption; while in reality, changes in one factor may
result in changes in another (for example, increases in market interest rates may result in lower prepayments), which may magnify or .
counteract the effect of the change. : :

Information‘éb‘oﬁt the asset quality of rhortgage loéns managed by Fidelity ;is, shown below‘.

) .December 31, 2011 .
Unpaid Delinquent (days) s
Principal 30to 89 90+ Charge-offs
(In thousands)

9 . $2461 . $ 607 §

637
$3,098

$1,447,163

SBA Loans

" Certain transfers of SBA loans were executed with third parties. These SBA loans, which are typically partially guaranteed
or otherwise credit enhanced, are generally secured by business property such as inventory, equipment and accounts receivable. As
seller, the Company had made certain representations and warranties with respect to the originally transferred loans and the Company
has not incurred any material losses with respect to such representations and warranties.

Consistent with the updated guidance on accounting for transfers of financial assets, because the Company warrants the
borrower will make all scheduled payments for the first 90 days following the sale of certain SBA loans, all sales were accounted for
as secured borrowings which results in an increase in Cash for the proceeds of the borrowing and an increase in Other short-term
borrowings on the Consolidated Balance Sheet. When the 90 day warranty period expires, the secured borrowing is reduced, loans are
reduced, and a gain or loss on sale is recorded in SBA lending activities in the Consolidated Statement of Operations. During 2011,

this 90 day warranty period was discontinued and the transfers were immediately recorded as sales.

During 2011 and 2010, Fidelity sold SBA loans with unpaid principal balances-of $93.9 million and $24.5 million,
respectively. Fidelity retained the related loan servicing rights and receives servicing fees. At December 31,2011 and 2010, the
approximate weighted average servicing fee was 0.91% and 0.89%, respectively, of the outstanding balance of the SBA loans. The
weighted average coupon interest rate on the portfolio of loans serviced for others was 4.69% and 4.24% at December 31, 2011 and
2010, respectively. - :
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The following is an analysis of the activity in Fidelity’s SBA loan servicing rights and impairment for the years ended
December 31, 2011 and 2010: '

SRR Years Ended December 31,
L 2011 2010
- . (In thousands)

SBA

Céirrsiihg value, J anuarj; 1

Amortization-

Cérrylng value, December 31 ’ $5,736 $2,624

Years Ended December 31,
CO20011 2010

. (In thousands)

"

Balance, January 1

Recoveries

SBA loan servicing rights are recorded-ort the Consolidated Balance Sheet at the lower of cost or‘tharket and are amortized in
proportion to, and over the estimated period that, net servicing income is expected to be received based on projections of the amount
and timing of estimated future net cash flows. The amount and timing of estimated future net cash flows are updated based on actual
results and updated projections. Fidelity periodically evaluates its loan servicing rights for impairment.

Fidelity uses assumptions and estimates in determining the impairment of capitalized SBA loan servicing rights. These
assumptions include prepayment speeds and discount rates commensurate with the risks involved and comparable to assumptions used
by market participants to value and bid servicing rights available for sale in the market. At December 31, 2011, the sensitivity of the -
current fair value of the SBA loan servicing rights to immediate 10% and 20% adverse changes in key economic assumptions are -

s

included in the accomp?ii-'ying table.

Deg'ember 31, 201_1

‘ (Dallars in thousands)

Fair Value of SBA Lo )ervicing Rights

The sensitivity calculations above are hypothetical and should not be considered to be predictive of future performance. As
indicated, changes in value based on adverse changes in assumptions generally cannot be extrapolated because the relationship of the
change in assumption to the change in value may not be linear. Also in this table, the effect of an adverse variation in a particular
assumption on the value of the SBA servicing rights is calculated without changing any other assumption; while in reality, changes in
one factor may magnify or counteract the effect of the change. ' ‘
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Information about the asset quality of SBA loans managed by Fidelity is shown below.

December 31, 2011
Unpaid Delinquent (days)
Principal 30 to 89 90+ Charge-offs
(In thousands) )

$314,694

“T$8087  $14313
Indirect Loans

* The Bank purchases, ‘on a nonrecourse basis, consumer installment contracts secured by new and used vehicles purchased by
consumers from franchised motor vehicle dealers and selected independent dealers located throughout the Southeast. A portion of the
indirect automobile loans the Bank originates is sold with servicing retained. Certain of these loans are exchanged for cash and
servicing rights, which generate servicing assets for the Company. The servicing assets are recorded initially at fair value. As seller,
the Company has made certain standard representations and warranties with respect to the originally transferred loans. The amount of
loans repurchased has been de minimus.

20. Othgr Assets, Other Liabilities and Other Operating Expenses
Other assets and other liabilities at December 31, 2011 and 2010, consisted of the following:

‘December 31,
2011 2010

(In thousands)

Total T$13,064

$20,356
Other expenses for the years ended December 31, 2011, 2010, and 2009, consisted of the following:

Years Ended December 31,

2011 2010 2009
(In thousands)
Otth
Em
Advertising and promotion )
Sta printing and supplies
Other insurance expense
Other operating expenses

Total $11,993
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21. Condensed Financial Information of Fidelity Southern Corperation (Parent Company Only)

B i Condensed Balance Sheets

December 31,
2011 2010

(In thousands)

investment in bank subsidiary

Subordinated loans to subsidiaries

Total assets

Condensed Statements of Operations

Years Ended December 31,
2011+ .- 2010, 2009 -

-, (In thousands)

$10,133

Net Income (Loss) : R - T 811,398 " $(3,855)
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. Condensed Statements of Cash Flows = »&7 5

Years Ended December 31,
2011 2010 2009

(In thousands)

$10,133

.Qash, end of year . - 7 . N A ’ - $ 17,917 : $ 8156 $ 7,784 ’
Itein 9; Changes In and Disagrééments With Accountants On Accounﬁng and Finan'cial Disclos‘ure. S
Néne | | o -
Item 9A Cc)jntréls'ahd Il%;joc;;.lﬁres - .
Report of Managelﬂeﬁt on Internal Cohtrol Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial repofting, as such term
is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and with the participation of management, including
the Chief Executive Officer and Chief Financial Officer, we conducted an evaluation of the effectiveness of our internal control over

finan¢ial reporting as of December 31, 2011, based on the framework set forth in Internal Control-Integrated Framework-issued by the

Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on that evaluation, management concluded
 that our internal control over financial reporting was effective as of December 31, 2011. ‘

The effectiveness of internal control over financial reporting as of December 31, 2011, has been audited by Ernst & Young
LLP, an independent registered public accounting firm, as stated in their report which is included elsewhere herein. '

Evaluation of Disclesure Conﬁ‘ols and Procedures

Pursuant to Rule 13a-15(b) under the Securities Exchange Act of 1934, Fidelity carried out an evaluation, with the
participation of the Company’s management, including the Company’s Chief Executive Officer and Chief Financial Officer, of the
effectiveness of the Company’s disclosure controls and procedures (as defined under Rule 13a-15(e) under the Securities Exchange
Act of 1934) as of the end of the-period covered by this report. Based upon that evaluation, Fidelity’s Chief Executive Officer and
Chief Financial Officer concluded that Fidelity’s disclosure controls and procedures are effective to ensure that information required
to be disclosed by us in the reports that we file or submit under the Securities Exchange Act of 1934 is recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and
communicated to management, including the principal executive officer and principal financial officer, as appropriate, to allow timely
decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting

There has been no change in Fidelity’s internal control over financial reporting during the three months ended December 31,
2011, that has materially affected, or is reasonably likely to materially affect, Fidelity’s internal control over financial reporting.
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders of Fidelity Southern Corporation

We have audited Fidelity Southern Corporation’s and subsidiaries’ internal control over financial reporting as of December 31, 2011,
based on criteria established in Internal Control—Integrated F ramework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (the COSO criteria). Fidelity Southern Corporatlon s and subsidiaries’ management is responsible for
maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over
financial reportrng included in the accompanyrng Report of Management on Internal Control over Financial Reporting. Our
respons1b111ty 1s to express an oprmon on the Company s internal control over ﬁnancral reportlng based on our audrt

We conducted our audit in accordance with the standards of the Public Company Accountmg Oversight Board (Unrted States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control aver
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk, and performing such other procedures as we consrdered necessary in the crrcumstances
We beheve that our audlt prov1des a reasonable basrs for our opmlon :

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regardmg the rehabrhty of
financial reporting and the [preparation of financial statements for external purposes in-accordance with generally accepted. accounting
principles. A company’s internal control over financial reporting includes those pohcles and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions-of the assets.of the
company; (2) provide reasonable assurance that transactions are recorded-as necessary to permit preparation of financial statements in
accordance with generdlly accepted accounting principles, and that receipts and expenditures of the company are belng made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonabl¢ assurance regardmg ;
prevention or timely detection of unauthorized acqursrtron use or drsposmon of the company’ s assets that could have a materlal effect
on the financial statements.

Because of its inherent limitations, internal control over financial repoiting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become 1nadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deterioraté. : S

In our oprmon Frdellty Southern Corporation and subsrdrarres malntalned inall materral respects, effectlve mternal control over.
financial reporting as of December 31, 2011, based on the COSO criteria.

We also have audlted, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Fidelity Southern Corporation and subsidiaries as of December 31, 20}1and 2010, and the related "
consolidated statements of operations, shareholders' equity, and cash flows for each of the three years i in the perrod ended December
31,2011 and our report dated March 27, 2012, expressed an unqualified opinion thereon.

Bt ¥ MM?’ -
Atlanta, Georgia
March 27, 2012
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Item 9B. Other Informaﬁon KIS
None.
PARTHI
Item 10. i‘lv')irleictq(s, Ex‘echtiv? Officers a_r'tg’Coipom:t‘g Governance o

The information required by Item-10 is incorporated herein by reference to the information that appears-under the headings
“Election of Directors,” “Section16(a) Beneficial Ownership Reporting Compliance,” ¢‘Code of Ethics,” and “Meetings and
Committees of the Board of Directors,” in the Company’s Proxy Statement for the 2011 Annual Meeting of Shareholders (“Proxy
Statement”). Pursuant to instruction 3 to paragraph (b) of Item 401 of Regulation S-K, information relating to the executive officers
of Fidelity is included in Item 1 of this Annual Report on Form 10-K. .

" The Conflict of ‘Interesit/Code‘ofEthics Policy of the registrant is set forth on our website at www.fidelitysouthern.com.
Item 11. Executive Compensation

The information required by Item 11 is incorporated herein by reference to the information that appears under the headings
“Executive Compensation,” “Compensation Committee Report,” and “Compensation Committee Interlocks and Insider Participation”
in the Company’s Proxy Statement.

Item 12. '.Sfeédf?tv_' Owniership of Certain Beneficial Owners and Management and Related Stockkolder Matters

"+ The information required by Item 12 is incorporated herein by reference to the information that appears under the heading:
“Security Ownership of Certain Beneficial:Owners and Managemen * in the Company’s:Proxy Statement. Information relating to the
Company’s equity compensation plans is included in Item 5.of this Annual Report on Form 10-K under the heading “Equity
Compensggj_qn Plan Information”.

Ttemn 13, Certain Relationships and Related Transactions and Director Independence

The information required by Item 13 is incorporated herein by reference to the information that appears under the headings
“Election of Directors” and “Certain Relationships and Related: Party Transactions” in the Company’s Proxy-Statement.
‘Item 14. Principal Accountant Fees and Services
The information required by Item 14 is incorporated by reference to the information that appears under the heading “Fees

Paid by Fidelity to Ernst & Young” in the Company’s Proxy Stgtement.
| PART IV
Item 15 Exl;ijblits, Fint'zncial;Statez"merz‘i Sche;lules . B . .
© (a) Documents filed as :patrt"(‘:)f this Report B o

¢y Financial Statements
2) Financial Statement Schedules
All financial statement schedules arg omitted as the required information is inapplicable or the
information is presented in the Consolidated Financial Statements and the Notes thereto in Item 8 above.
3 Exhibits
The exhibits filed herewith or incorporated by reference to exhibits previously filed with the SEC are set
forth in Item 15(b) '

(b) Exhibits
The following exhibits are required to be filed with this Report by Item 601 of Regulation S-K.

Exhibit No. Name of Exhibit

2(a)  Purchase and Assumption Agreement dated as of October 21, 2011 by and among the Federal Deposit Insurance
Corporation, Receiver of Decatur First Bank, Decatur, Georgia; Fidelity Bank and the Federal Deposit Insurance
Corporation acting in its corporate capacity (incorporated by reference from Exhibit 2.1 to Fidelity Southern
Corporation’s Form 8-K filed October 21, 2011)
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3(a) .

3(b)

3(c)

3(d)

4(a)

4(b)

10(a)#

10(by#

10(c)#
10(dy# -

10(e)#

10(f)#

10(g)#

10(hy%

10()#

10G)#

10(k)#

100y

10(m)#

10(n)

10(0)

- 2007)

Amended and Restated Articles of Incorporation of Fidelity Southern Corporation, as amended effective December.
16, 2008 (incorporated by reference from Exhibit 3(a) to Fidelity. Southern, Corporation’s Form 10-K filed March
16, 2009)

. Arncles of Amendment to the Artrcles of Incorporatron of Fldehty Southem Corporatlon (mcorporated by reference

from Exhibit 3.1 to Fidelity Southern Corporatron s Form 8-K filed November 18, 2010)

- . Bylaws of Fidelity Southern Corporation, as amended (incorporated by reference from Exhibit 3(b) to Fidelity

Southern Corporation’s Quarterly Report on Form 10-Q for-the quarter ended September 30, 2007)

Amendment to Bylaws of Fidelity Southern Corporation (incorporated by reference from Exhibit 3.2 to Fidelity
Southern Corporatron s Form 8-K ﬁled November 18,2010).

See Exhibits 3(a) and 3(b) for provisions of the Amended and Restated ‘Articles of Incorporanon as amended and
Bylaws which deﬁne the rights of the shareholders

Tax Beneﬁts Preservat1on Plan dated as of November 19, 2010 between F1de11ty Southern Corporatlon and Mellon
Investor Services LLC as Rights Agent (incorporated by reference from Exhibit 4.1 to Fidelity Southern

.Corporation’s form 8-K filed November 18, 2010).

Fidelity Southern Corporation Defined Contribution Master Plan and Trust Agreement and related Adoptlon
Agreement, as amended (incorporated by reference from Exhibit 10(a) to F idelity Southern Corporation’s -
Registration Statement on Form 10, Commission File No. 0-22374)

Amended and Restated Supplemental Deferred Compensation Plan (1ncorporated by reference from Exhlbrt 10.7 to
Fidelity Southern Corporation’s Form 8-K filed January 25, 2006) - : : ~

-+ Fidelity Southern Cotporation 1997 Stock Option Plan: (mcorporated by reference from Exhibit A to Fidelity

Southern Corporation’s Proxy Statement, dated April 21, 1997, for the 1997 Anriual Meeting of Shareholders)

‘Fidelity Southern Corporation Equity Incentive Plan dated April 27; 2006, (mcorporated by reference from Exhibit

10.1 to Fidelity Southern Corporation’s Form 8-Kfiled May 3, 2006) : i+

Forms of Stock Option' Agreements for the Fidelity Southetn. Corporatlon Equity Incentive Plan dated April 27,
2006 (incorporated by reference from Exhibit 10.1 to F1del1ty Southern Corporatron s’ Form 8-K filed:January 18,

Employment Agreement among F1dehty, the Bank and James B Mlller I, dated asof. January 18, 2007
(incorporated by reference from Exh1b1t 10.1 to Frdellty Southern Corporatlon s Form 8- K ﬁled January 22 2007y .

Employment Agreement among Fidelity, the Bank and H. Palmer Proctor, Jr.; datéd as of January 18, 2007

( (mcorporated by reference from Exhibit 10.2 to F1de11ty Southem Corporatlon s Form 8-K ﬁled January 22,2007)

Executive Contmurty Agreement among Fidelity, the Bank and James B. Miller, Jr., dated-as of January 19, 2006

_ (mcorporated by reference from Exh1b1t 10 3 to Frdellty Southern Corporatlon s Form 8-K filed January 25, 2006)
‘Executive Continuity Agreement among Fidelity; the Bank and H. Palmer Prdctor, Jr.; dated as of January 19, 2006

(1ncorporated by reference from Exhlbrt 10.4 to Frdehty Southem Corporatron sF orm 8 K ﬁled January 25, 2006)

Execunve Contmuxty Ag;reement among Fldehty, the Bank and Stephen H Brolly dated as of May 22,2006
(incorporated by reference from Exhibit 10(j) to F 1de11ty Southern Corporatron s Form 10 K ﬁled March 16, 2009)

Executive Continuity Agreement among Fidelity, the Bank and David Buchanan dated as of January 19,2006, . .
(incorporated by reference from Exhibit 10.6 to Fldehty Southern Corporatron s Form 8K filed January 25, 2006)

Form of 2010 Incentive Compensation Plan among Fidelity, the Bank and James B. M1ller, Jr, H. Palmer Proctor;
Jr., Stephen H. Brolly and David Buchanan dated as of January 22, 2009 (incorporated by reference from Exhibit
99.2,99.3, 99.4, and 99.5 to Fidelity Southern Corporation’s Form 8-K filed January 27, 2010)

Director Compensation Arrangements (incorporated by reference for Exhibit 10(j) to Fidelity Southern
Corporation’s Annual Report on Form 10-K for the year ended December 31, 2005)

Warrant to Purchase up to 2,266,458 shares of Common Stock, dated December 19, 2008 (incorporated by reference
from Exhibit 4.1 to Fidelity Southern Corporation’s Form 8-K filed December 19, 2008)

Letter Agreement, dated December 19, 2008, including Securities Purchase Agreement — Standard Terms,
incorporated by reference therein, between the Company and the United States Department of the Treasury
(incorporated by reference from Exhibit 10.1 to Fidelity Southern Corporation’s Form 8-K filed December 19, 2008)
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10(@)#

10(r)#

10(s)

100)

10(u)#

21
23

24

31.1

31.2

32.1

322

991
99.2

101

Form of Senior Executive Officer Agreement (incorporated by reference from Exhibit 10.1 to Fidelity Southern
Cotporation’s Form 8-K filed December 19, 2008) = s : ‘

Amendment to employment agreement among Fidelity, the Bank and James B. Miller, Jr., dated as of January 21,

’2010 (incorporated by reference from E?‘(hibit 99.2 to Fidelity Southern Corporation’s Form 8-K filed January 27, -

2010)

Amendment to employment agreement among Fidelity, the Bank and H. Palmer Proctor, Jr., dated as-of January 21,
2010 (incorporated by reference from Exhibit'99:2 to Fidelity Southern Corporation’s Form 8-K filed January 27,
2010 . o : :

Securities Purchase Agreement dated May 26, 2011 (ihcorpdraif’e& By reference from Exhibit 10.1 to Fidelity
Southern Corporation’s Form 8-K filed May 26,201 1. - - . 5 Lo

Registration Rights Agreement dated May 26,2011 (incorp(;ratqd by reference from Exhibit 10.2 fo Fidelity

* Southern Corporation’s Form 8K filed May 26, 2011) :

First Amendment to the Fidelity Southern Corporation Equity Incentive Plan (incorporated by reference from
Exhibit 99(a) to Fidelity Southern Corporation’s Form S-8 filed June 17,2011. ,

Subsidiatiés of Fidelity Southern Corporation
Consent of Ernst & Young LLP \

Powéfs of Attorney (included on signature page'hereto)

Certification of Chief Executive Officer pursuant to Securities Exchange Act Rules 13a-14 and 15d-14, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of2002. .- - : . i

Certification of Chief Financial Officer pursuant to Securities:Exchange Act Rules 13a-14 and 15d-14, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. © .. PRI

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002. -~ = 7 L e e

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act-of 2002. N : : S o

* Principal Executive Officer’s Certificate pursuant to 31 CFR 30.15 relative to the participation of Fidelity Southern

Corporation in the Capital Purchase Program.

Principal Financial Officer’s Certificate pursuant to 31 CFR 30.15 relative to the participation of Fidelity Southern

Corporation in the Capital Purchase Program. - :

The following materials from Fidelity Southern Corporation’s Annual Report on Form 10-K for the year ended
December 31,.2011, formatted in XBRL. (extensible Business Reporting language) (i) the Consolidated-Balance
Shieets, (ii) the Consolidated Statements of Operations, (iii) the Consolidated-Statements of Shareholders’ Equity,
(iv) the Consolidated Statements of Cash Flows, and (v) related notes to the financial statements (Pursuant to Rule
406T of Regulation ST, the XBRL-related information in this Exhibit is'furnished and not filed for purposes of

" Gections 11 and 12 of the Securities Act of 1933 and Section 18 of the Securities and Exchange Act of 1934.

# Indicates dﬁéétqf and management contracts or "cOmpensa’toryiplans of arrangemeénts. -

© Financial Statement Schedules.
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SIGNATURES = .

has duly caused this report to.be signedion its behalf by the undersigned, thereunto duly ; authonzed

Pursuant to the requirements of Section 13.or 15(d) of the Securities Exchange Act of 1934, F 1de11ty Southern Corporation

FIDELITY SOUTHERN CORPORATION

~By: - /s/ JAMES B. MILLER, JR.

: ' .JAMES B. MILLER, JR. - ;
Chief Executive Officer and
Chairman of the Board
(Principal Executive Officer)

_'By: - _/s/ STEPHEN H: BROLLY -
‘ ' STEPHEN H. BROLLY
e . ... Chief Financial Officer .
- < (Prmc1pal Financial and Accountmg Ofﬁcer)‘

March 27,2012 . .
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POWER OF ATTORNEY AND SIGNATURES

Know all men by these preSér_ﬁs, that each person whose signature appears below constitutes and appoints James'B. Miller,
Jr. and Stephen H. Brolly, or either of them, as attorney-in-fact, with each havihg the power of substitution, for him in-any and all
capacities, to sign any amendments to this Report on Form 10-K and to file the same, with exhibits thereto, and other documents in
connection therewith, with the Securitiés and Exchange Commission; hereby ratifying and confirming all that each of said attorneys-
in-fact, or his substitute or substitutes, may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of Fidelity Southern Corporation and in the capacities and on the dates indicated.

Signature o - Title Date
/s/ JAMES B. MILLER, JR. _ Chairman of the Board and Director March 27, 2012
James B. Miller, Jr. . -~ (Principal Executive Officer) :
/s/ STEPHEN H. BROLLY : Chief Financial Officer (Principal Financial March 27, 2012
Stephen H. Brolly =~ ~and Accounting Officer)
/s/ DAVID R. BOCKEL Director , March 27, 2012

Major General (Ret) David R. Bockel

/s/ WM. MILLARD CHOATE Director March 27, 2012
Wm. Millard Choate s

/s/ DONALD A. HARP, JR. Director March 27, 2012
Dr. Donald A. Harp, Jr.

/s/ KEVIN S. KING Director March 27, 2012
- Kevin S. King

/s/ WILLIAM C. LANKFORD, JR. Director March 27, 2012
William C. Lankford, Jr.

/s/ H. PALMER PROCTOR, JR. Director March 27, 2012
H. Palmer Proctor, Jr.

/s/ W. CLYDE SHEPHERD 111 Director March 27, 2012
W. Clyde Shepherd Il

/s/ RANKIN M. SMITH, JR. Director March 27, 2012
Rankin M. Smith, Jr.
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Exhibit No.

21
23

31.1
31".2
32.1
32.2
99.1

99.2

EXHIBIT INDEX

Name of Exhibit
Subsidiaries of Fidelity Southern Corporation
Consent of Ernst & Young LLP

Certification of Chief Executive Officer pursuant to Securities Exchange Act Rules 13a-14 and 15d-14, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to Securities Exchange Act Rules 13;(1—14 and 15d-14, as adopted
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

Principal Executive Officer’s Certificate pursuant to 31 CFR 30.15 relative to the participation of Fidelity Southern
Corporation in the Capital Purchase Program.

Principal Financial Officer’s Certificate pursuant to 31 CFR 30.15 relative to the participation of Fidelity Southern
Corporation in the Capital Purchase Program.
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OFFICES

Banking Services

Mailing Address

P.O. Box 105075
Atlanta, GA 30348
(404) 639-6500 ;

Internet Banking
www.LionBank.com

Telephone Banking
(404) 248-LION
{888) 248-LION outside Atlanta

Buckhead : :
3490 Piedmont Rood NE
Suvite 124 . - PR
Atlanta, GA 30305

{(404) 814-8114

Canton Road

830 Old Piedmont Road
Marietta, GA 30066
(404) 5583-2501 -~

Conyers .
1945 GA nghwoy 138 Nor’rh
Conyers, GA 30013

(404) 553-2300

Crabapple

10920 Crabapple Road - ©
Roswell, GA 30075~
{404).553-2175 .

. Decatur.
160 Clairemont Avenue
Decatur, GA 30030
(404) 553- 2025

Dunwoody -

1425 Dunwoody Vllloge Porkwoy
Dunwoody, GA 30338

(404) 553-2100 '

Jacksonville FL :
9802 Old Boymeodows Rood
Jacksonville, FL 32256

(904) 996-1000

Jones Bridge

10905 Jones Bridge Road
Johns Creek, GA 30022
{404) 553-2525

Lake Oconee

1010 Park Place Boulevard
Greensboro, GA 30642
(706} 453-9887

Lawrenceville

415 Grayson Highway
Lawrenceville, GA 30046
(404) 553-2476

Madison

1681 Eatonton Road
Madison, GA 30650
(706) 342-4230° -

McDonough . '
1375 Highway 20 West
McDonough, GA 30253
(770} 914-4300

Merchants Walk

1223 Johnson Ferry Road
Marietta, GA 30068

(404) 553-2376

Newnan

. 102 Newnan: Crossing, Bypass

Newnan, GA 30245
(404) 553-2325

Northlake

2255 Northlake Parkway

Tucker, GA 30084
(404) 553-2050

Peachiree Center
260 Peachiree Street
Suite 100

Aflanta, GA 30303
(404} 553-2600

Peachiree Corners

3500 Holcomb Bridge Road
Norcross, GA 30092

(404) 553-2150

Perimeter Center

2 Perimeter Center East
Atlanta, GA 30346 -
(404) 553-2075

Perimeter West

135 Perimeter Center.West .
Atlanta, GA 30346

(404) 553-2200

River Exchange

2080 Riverside Parkway
Lawrenceville, GA 30043 -
(404) 553-2125

Roswell

1325 Hembree Rogd
Roswell, GA 30074
(404) 553-2451

Sandy Springs

225 Sandy Springs Circle
Sandy Springs, GA 30328
(404) 553-2250 :

Southlake

1267 Southlake Circle
Morrow, GA 30260
(404) 553-2225

‘Martietta, GA 30067
‘(404) 553 2450‘

'Mong&ge Serwces

Sugarloaf

1115 Old Peachiree Road, NW
Suwanee, GA. 30024 .

(678) 51 2-7000 o

Terrell Mill -
1642 PowersFerry Road, SE
Suite.. 230

Toco HiII . ';
2936 North’ DrUld Hms Road -
Atlanta, GA 30329

(404) 553-2275

Vinings

.3020.Paces. MI“ Rood

Suite 150
Atlanta, GA 30339
(404) 553-2401

:Wlnder
20 West May S’rreef

Winder; GA 30680
(404) 553-2000°
Operations Center

Aihntq ‘
3 Corporate Square

7th-Flooer

Atlanta, GA 30329
(404) 639-6500 *

(404) 248-5466
(888) 248-5466

SBA Loan Production Office”

-{404) 553-2350
(888) 513-2860

g

LionMark Insurance Company

(404) 639-6872

Investment Services*

(404) 248-5466
(888) 248-5466

* Investment services offered exclusively through Invest Financial Corporation, a member of FINRA/SIPC, an independent broker/dealer and are not FDIC
insured or insured by any Federal Government agency; are not deposits or guaranteed by Fidelity Bank, or any bank; are subject to risk and may lose value.



Direct Stock Purchase and Dividend Reinvestment Plan
Fidelity Southern Corporation’s Direct Stock Purchase and Dividend
Reinvestment Plan was established to provide shareholders with an easy way
to purchase shares of stock. This Plan allows shareholders to make initial
direct stock purchases of $1,000 to $10,000. It also allows shareholders to
reinvest their quarterly dividends and make cash investments in Fidelity’s
common stock for a minimum of $100 up to $10,000 per transaction and
$200,000 per year. Go to www.bnymellon.com/shareowner/isd.

Telephone Banking
404-248-LION (5466)
888-248-LION (5466)

Executive Offices
3490 Piedmont Road, N.E.
Suite 1550

Atlanta, GA 30305

404-639-6500

Online Banking

www.LionBank.com

Main Office Number
404-639-6500

Independent Registered
Public Accounting Firm
Emst & Young LLP

Atlanta, GA

Legal Counsel

Baker, Donelson, Bearman,
Caldwell & Berkowitz, PC
Atlanta, GA

Kilpatrick Stockton LLP
Atlanta, GA

Financial Information

Shareholders and others seeking financial information about Fidelity may call
Martha Fleming at 404-240-1504, write her at 3490 Piedmont Road, N.E.,
Suite 1550, Atlanta, Georgia 30305, or go to www.fidelitysouthern.com and
see Investor Relations for more information concerning Fidelity’s products and
services, news releases, financial information, and other material relating to
Fidelity Southern Corporation.

Transfer Agent and Registrar
Computershare
480 Washington Boulevard
Jersey City, New Jersey 07310-1900
(866) 203-4394
(201) 680-6578 (Outside U.S. and Canada)
(800) 231-5469 (TDD phone — Hearing Impaired)
(201) 680-6610 (TDD phone — Hearing Impaired — Outside U.S. and Canada)
www.bnymellon.com/shareowner/equityaccess

As a Fidelity Southern Corporation shareholder, you are invited to take
advantage of our convenient shareholder services or request more information
about Fidelity Southern Corporation.

Computershare, our transfer agent, maintains the records for our registered
shareholders and can help you with a variety of shareholder related services at
no charge including:

¢ Change of name or address

« Consolidation of accounts

* Duplicate mailings

« Dividend reinvestment enrollment

« Transfer of stock to another person
* Additional administrative services

Market Price - Common Stock

2010 High Low
Fourth Quarter $6.84 $ 5.66
Third Quarter 7.14 5.95
Second Quarter 8.31 6.15
First Quarter 8.66 6.70
2010' High Low
Fourth Quarter $7.10 $ 5.94
Third Quarter 7.24 5.84
Second Quarter 8.91 5.52
First Quarter 5.76 317

! Adjusted for stock dividends

As of March 2, 2012, there were approximately
600 shareholders of record. In addition, shares of
approximately 1,750 beneficial owners of Fidelity’s
common stock were held by brokers, dealers, and
their nominees.

Equal Opportunity Employer

Fidelity Southern Corporation is an equal
opportunity employer. All matters regarding
recruiting, hiring, training, compensation,
benefits, promotions, transfers, and all other
personnel policies will continue to be free from all
discriminatory practices.

Electronic Access via MLink™

We invite you to join Fidelity Southern
Corporation in its commitment to heing an
environmentally responsible corporation. For
your convenience, electronic access to your
financial statements and shareholder
communications is now available with MLink®",
Access your important shareholder
communications online 24 hours a day, 7 days
a week within a secure customized mailbox.
You can review and print your Investment Plan
Statements, Investor Activity Reports, Forms
1099, notification of ACH transmissions,
transaction activities and other selected
correspondence.

Enrollment in MLink®" is quick and easy! Just
log onto Investor ServiceDirect® at
www.bnymellon.com/shareowner/equityaccess
and follow the step-by-step instructions.

You may also send mail to
Computershare at:

Fidelity Southern Corporation
c/o0 Computershare

P. 0. Box 358015

Pittsburgh, PA 15252-8015
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FIDELITY SOUTHERN CORPORATION

3490 Piedmont Road NE
Suite 1550 2
Atlanta, Georgia 30305 % ®
Yo, EHE
% ‘%0%0
NOTICE OF ANNUAL MEETING OF SHAREHOLDERS#,,, 1..» L /?9
To Be Held on April 26, 2012 ,; ?g, 2
% (@) <3

: The Armual Meeting of Shareholders of Fidelity Southern Corporatlon v&l be
held at One Securities Centre, 3490 Piedmont Road NE, Suite 1550, Atlanta, Georgia
~ 30305, on Thursday, April 26, 2012, at 3:00 p.m. for the following purposes: '

1. To elect nine directors to serve until their successors are duly elected and
qualified at the Annual Meeting of Shareholders-in 2012;

2. To approve the Amendment to the Company’s Equity Incentive Plan;
3 To ratify the appointment of Ernst & Young LLP as the Company’s

independent registered public accountmg firm for the fiscal year ending
December 31, 2012, ,

4. An adv1sory (non-binding) vote on executive compensatlon, and

5. To transact such other busmess as may properly come before the Annual
Meeting or any adjournment thereof.

, Only shareholders of record at the close of busmess on March 2 2012 will be
. entitled to notice of and to vote at the Annual Meetmg or any adjournment thereof.

. A Proxy Statement and a Proxy are enclosed. Whether or not you plan to attend,
please vote your shares by completing, signing, dating, and returning the enclosed
Proxy as soon as possible in the postage-paid envelope provided.
If your shares are held in “street name,” that is, held for your account by a broker
- or other nominee, you will receive instructions from the holder of reeord that you must
follow for your shares to be voted. '

: Also enclosed is a copy of F1dehty s 201 l Annual Report to Shareholders
1ncludmg Form 10-K.

By Order of the Board of Directors, -

MarthaC Flemmg

| ~ Corporate Secretary

© March 28, 2012
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. FIDELITY SOUTHERN CORPORATION : *:»
3490 Piedmont Road NE
- Suite 1550
Atlanta, Georgia 30305

PROXY STATEMENT. ... .

" GENERAL INFORMATION

. The enclosed Proxy is solicited on behalf of the Board of D1rectors of deehty Southem Corporatron
(“Frdehty” or “Company”) in connection with the Annual Mecting of” $harehiolders (“Annual Meeting”) to be held at
One Securities Centre, 3490 Piedmont Road NE, Suite 1550, Atlanta, Georgia 30305, on’ Thursday, April 26, 2012, at
3:00 p.m., and at any adjournment thereof. This Proxy Statement, the enclosed Proxy Card and Fldehty s 2011 Annual
Report to Shareholders including its Form 10-K are being marled to our shareholders on or about March 28 2012.

Your vote is very 1mportant For this reason, the Board gf Dlre.ctors 1szequestmg that you pemt your
common stock (“Common Stock™)-to be represented at the Annual Meeting by the individuals named-on the enclosed
Proxy Card. Ifno specification is made, the proxies received by the Company will be Voted for all of the nominees for
director named in this Proxy Statement, and upon such other matters as may- properly come before the Annual Meeting
or any adjourniment thereof, according to the best judgment of the Proxy Commlttee elected by the Board of Dn‘ectors
and composed of Wm. Millard Choate and H. Paliner Proctor, Jr. . ;

The presence of a majority of the votes entitled to be cast at the Annual Meeting, represented in person or by
Proxy, will constitute a quorum. The nine nominees receiving the highest vote totals will be elected as directors of
Fidelity. A majority of the votes cast at the Annual Meeting is required to approve all other proposals, unless the vote
of a greater number is required by law.

Who Can Vote

Each shareholder of record at the close of business on March 2, 2012, is entitled to notice of and to vote at the
Annual Meeting or any adjournment thereof. Each share of Fidelity Common Stock entitles the shareholder to one vote
on any matter coming before a meeting of Fidelity shareholders. On March 2, 2012, the record date for the Annual
Meeting, there were 13,751,907 shares of Fidelity Common Stock outstanding and eligible to vote. The enclosed Proxy
Card shows the number of shares that you are entitled to vote. If you own any shares in Fidelity’s Direct Stock
Purchase and Dividend Reinvestment Plan, the Employee Stock Purchase Plan, or the 401(K) Plan, the enclosed Proxy
Card includes the number of shares you had in that plan on the record date for the Annual Meeting, as well as the
number of shares registered in your name.

How Do I Cast My Vote

If you are the record owner of your shares (either in certificates, book-entry, or in the Direct Stock Purchase
and Dividend Reinvestment Plan, the Employee Stock Purchase Plan, or the 401(K) Plan), you have the following
voting options:

e By mail by completing, signing, dating, and returning the enclosed Proxy Card; or

s By attending the Annual Meeting and voting your shares in person.
Even if you plan to attend the Annual Meeting, we encourage you to vote your shares by Proxy.
If you provide specific voting instructions, your shares will be voted as instructed. If you hold shares in your
. name and sign and return a Proxy Card without giving specific voting instructions, your shares will be voted for the

proposals-at the Annual Meeting. If you hold your shares in your name and do not return a valid Proxy Card and do not
vote in person at the Annual Meeting, your shares will not be voted.

1



If you hold your shares in a brokerage account or through another nominee, your broker ornominee (the: *:
“record holder”) is forwarding these Proxy materials to you along with voting instructions. The record holder is required
to-vote your shares in accordance with your inistructions.. I you do not:give the record holder instructions, the record
holder has the authority to vote your shares on certain “routine” matters. At the Annual Meeting; the ratification.of-
auditors is deemed “routine” which means that the record holder can vote your shares if you do not timely provrde
instructions. Although most brokers and nominees offer telephone and Internet vofing, availability and specific:»
procedures will depend on their votmg arrangements Please follow thelr drrectlons carefully

Every vote is 1mportant‘ Please vote your shares promptly
What Am I Vatmg On
There are four proposals that will be presented for your consideration at the Annual Meeting:

“ Toelect nine directors; = i . ni SRR
¢ - To approve the Amendment'to the Company s Equrty Incentrve Plan;
e To ratify the appointthent of Emst: & Y oung EEP as the Company’s mdependent reglstered pubhc
" ‘accounting firm for the fiscal year endirig December 31, 2012; and a
e An advisory (non-bindirig) vote on exécutive compensation. 3 ' LT

Other business may be addressed at the Annual Meeting if it properly comes before the Annual Meeting:
However we are not aware of any such other business.

CanlI Change My Vote

If you are a record owner, you may revoke your Proxy and change your vote at any time before voting begms
on any proposal. You may do this by either giving oiir Corporate-Sécretary written notice of your revocation,
submitting a new signed Proxy Card with a later date, or by attending the Annual Meetmg and electing to vote in
person.- However, your attendance at the Annual Meeting will fiot automatically revoke your Proxy; ‘you must
specrﬁca]ly revoke your Proxy. If your shares are held in nominee or “street name,” you should contact your broker or
other nominee regarding the revocatlon of proxres

What Quorum is Needed to Hold the Annual Meetmg

In order to conduct the Annual Meeting, a majority of Fidelity shares entitled to vote must be present in person

or by Proxy. -This is called a quorum. If you return a vahd Proxy or elect to vote in person at the Annual Meetmg, you
" will be consldered part-of the quorurn ' : Bt :

: Abstentlons, wrthheld votes, and broker no‘n—votes wﬂ‘l be mcluded in the calculatlon of? the number of votes
représented in person or by Pr()xy atthe Annual Meetlng in determrmng Whether the'quorum reqmrement is satlsﬁed

What are BrokerNon- Votes

LT . : z

A broker “nonsvote” ocors wheri'a ‘brokerage firmy bank of other neminee does not vote shares that it holds in
“street name” on behalf of a beneficial owner because the beneficial owner has not provided voting instructions to the
nominee with respect to a nondiscretionary item to be voted upon. Proposals 1, 2, and 4 are non-discretionary items for

which a nominee will not have the discretion to vote without votiiig ifistructions from the beneficial owner. ‘Proposal 3
is a discretionary item for which a nominee will have the discretion to vote, even without voting instructions from the

-beneficial owner. Broker non-vete shares will'be included in the number of shares considered‘present at the meeting for
" the- purpose of determining whether thete is a quorum. The:effect of a broket non-vote on the outcome of:the vote on a

proposal will depend on the applicable voting standard for the proposal For instance, if:the approval of the proposal

- requites the affirmative vote of 4 majority of the outstandmg shares, a broker rion-vote would have the-effect of a-
- negative vote in determininig the outcome of the vote on the proposal: On the other hand, if the approval of the proposal

requires the affirmative voté of the majority of the shares present in person or represented by Proxy at the meeting and

- ‘entitled to vote on the proposal;abroker non-vote, being shares not entltled to vote, Would not have any effect on the

outcome of the vote on the proposal.



What Vate is Needed

The nine nominees for dlrector recelvmg the hlghest vote tota:ls wﬁl be elected as: dlrectors of. Fldehty A11

other matters w111 be demded by the amrmatwe vote of themajonty of the votes cast at the Annual Meetmg

What is our Votmg Recommendatwn ~
Our Board of Dlrectors recommends that you vote “FOR” each of the four proposals

Proxy Cards that are timely signed, dated, and retumed but do not contam instructions on how you want to vote
will be voted in accordance with our Board of Directors’ recommendation. : : “

Proxy Solicitation -

Fidelity will bear the expenses of soliciting proxies, including the cost of preparing;and mailing this Proxy
Statement. Fidelity will furnish solicitation materials to.banks; brokerage hiouses, and other custodians, nominees, and
fiduciaries for forwarding to beneficial owners of:shares of the. common stock, and normal bandling charges may be
paid for such forwarding service. In addition, directors, officers, and;other employees of Fidelity who will not be
additionally compensated therefor may solicit proxies in person or by telephone, email, or other means.

Notice Regarding the Availability of Proxy Materials

We have posted materials related to the 2012 Annual Meet{hg on the Internet. The foliowing mateﬁele are
available on a secure Internet website located at https://materials proxyvote.com/316394. This website is compliant with

regulatory standards and does not utilize tracking cookies or site visit intelligence tracking:

;.Identtﬁ:mg aml Evaluaung Nommees for Dzrector

Th1s Proxy Statement for the 2012 Annual Meetmg, and

: ,‘ . Fldehty 'S 2011 Annual Report to Sha.reholders, mcludmg 1ts Form 10-K ﬁled w1th the Secuntles and
- Exchange Commission..

PROPOSAL # 1 - ELECTION OF DIRECTORS
Shareholder Nominees | “

.. The policy of the Nominating Committee is to consider proposed nominatiens for membership on the Board of
Directors properly submitted by shareholders who own at least 1,000 shares of Common: Stock of Fidelity and have held
the stock for at least one year. Any proposed nomination by a shareholder for consideration by the Nominating
Committee must.include the proposed nominee’s name and qualifications and a statement to the effect that the proposed
nominee has agreed to the submission of his/her name-as a candidate for nomination as a director. The proposed
nomination should be sent to the Chairman of the Nominating Committee of Fidelity Southern Corporation, 3490
Piedmont Road NE, Suite 1550, Atlanta, Georgia 30305. In order to timely consider any candidate, the shareholder
must submit the recommendation on or before November 1 immediately preceding the next annual meeting of

- sharehelders...None of our qualifying shareholders nominated any prospectlve npominees.to our: Nommatmg Committee
~~for- constderatlon at the Annual Meetmg T . .

e @

The Normnatmg Comlmttee ut111zes a vanety of methods for 1dent1fy1ng and evaluatmg nominees for director.

- Nominees:for director-are selected for their character, judgment, diversity of experience, acumen, ability to work with

. others, and their ability to act for the benefit of Fidelity and:its sharcholders. The Nominating Committee evaluates the

totality of the-merits of each prospective nominee-and does not restrict itself by establishing minimum qualifications or

+ . -attributes. The Nominating Committee has a written policy regarding diversity that seeks to provide the Board with a

- depth of experience and differences in:viewpoints and skills. :The Nominating Committee’s Director Qualification
.Standards and Procedure for Identifying and Evaluating Candidates is available under the Investor Relations section of

our website at www.fidelitysouthern.com. BN




The name of any candidate for nomination as a director may be submitted to the Nominating Committee by
shareholders, as desctibed above, and directors. The Nominating Committee will review the qualifications of each
candidate submitted and:conduct such inquiries as it determines appropriate. There is no difference in the manuer by
which the Nominating Committee evaluates prospective nominees for director based on the source from which the
individual was first identified. The Nominating Committee recommends, by a majority vote of its members, to the
" “entire:Board of Directors those ‘candidates it believes will best serve Fidelity and its shareholders, meet the
qualifications set fotth in the director qualification standards, and have such other requisite skills and knowledge
- -deemed necessary by the Nominating Commlttee ofa dn*ector of Fidelity.

The number of directors is currently set at nine by resolution of the Board of Directors. The number of
directors may be‘increased or decréased from time to time by resolution of the Board of Directors or of the shareholders,
but no decrease shall have the effect of shortenmg the tefmi of an incumbent director. The terms of office for directors
contmue unt11 the next annual meetmg of shareholders or until then' successors are elected and qualified.

Fldehty s Board of Dn‘ectors has detenmned that each ‘member of its Board, other than James B. Miller, Jr.,
‘Chief Executlve Officer of F1de11ty, and H: Palmer Proctor Jr Pres1dent of Fidelity, were “independent” during 2011
as defined in the NASDAQ Marketplace Rules. R

In the event that any nominee withdraws or for any reason is.not able to serve as a director, the Proxy will be
voted for such other persori-as may be designated by'the Board of Directors as substitute nominee unless the Board of
Directors or shareholders by tesolution provide for a lesser number of directors, but in no event will the Proxy be voted
for more than nine nommees Management has no reasan to believe that any nominee will not serve if elected.

Nammatmg Commzttee Report

. The Nommatmg Commlttee reviewed the quahﬁcatlons of the dlrector nominees, found them to meet the
criteria for directors. eestablished by the Nommatmg Compmittee, and recommended the slate to the Board of Directors as
director nominees for election at the 2012 Annual Meetmg of Shareholders.

R ; MaJor General (Ref) David R. Bockel, Chairman
TMIsL T L e S W Clyde Shepherd III
PR R oo Rankin M. Smith, Jr.

Information About Nominees for Director

_ . The followmg mformatlon asof March 2 2012, has been furmshed by the respectlve nominees for dlrector
~ All nominees for election to the Board of Dlrectors set forth in this Proxy Statement currently serve as directors of
.. Fidelity. Except.as othe;;mse mdlcated each nominee has been .engaged in his present principal employment, in the
same posmon for more than five years. As descnbed below, the Nominating Committee has determined that each
nominee is qualified to serve on the Board after g1v1ng cons1derat10n to the Company’s business operations and
corporate structure :

: Year-v SPARECEE
e e ‘First 0 8 Business Experience During Past
Name ‘ Age - Elected:~ - =~ - = Five Years and Other Information

- James B. Miller; Jr. @ “ 71 -+ 1979 *Chairman of the Board and Chief Executive Officer of Fidelity since
R - , : o 1979, President of Fidelity from 1979 to April 2006. A director of
: A;Fldehty Bank, a wholly owned subsidiary of Fidelity, since 1976;
_ President.of Fidelity Bank from 1977 to 1997 and from December
2003 through September 2004; and Chief Executive Officer of
e S “ . Fidelity Bank from 1977 to 1997, and from December 2003 until
R - present. Chairman of Fidelity Bank since 1998. Chairman of
S LionMark‘Insurance Company, a wholly owned subsidiary, since
- November 2004, Chairman of Berlin American Companies and
- other family investment companies since 1977. A director of
GOV el ... Interface, Inc., a carpet and fabric manufacturing company, since
G, . 2000, and of American Software Inc., a software development
o — ;;company, since 2002.




rName‘ : b_ s g Elected

Maj or: General (Ret) Dav1d R. 67 ,

Bockel QB@.

Wm. Millard Choate ® 59

Dr. Donald A. Harp, Jr. ®© 73

Kevin's.King®® 64

 Willidm C. Lankford, pe ey

o Year:o o

.First

Business Experience During Past
Five Years and Other Information.

1997

Mr. Miller’s-education and experience as an attorney, experience

- running-a company in Germany, in addition to the years of :
.~experience employed as an-executive officer of Fidelity, serving on
. Fidelity’s Board of Directors as well:as serving on the boards of

various community organizations and public-companies qualify him
to serve as a director.

Executlve D1rector, Georgla Mlhtary Affalrs Coopdmatmg

- Committee, Georgia Chamber of Commerce, since October 2011;

Executive Director, Reserve Officers Association of the United
States, a 63,000 member organization headquartered in Washington,
D.C,, from November 2009 to September 2011; Deputy Executive

. Director; from October 2003 to November 2009; USO .of Georgia

2010

2008

board member since February 2012. A. director of Fidelity Bank
since 1997.

Major Gener:;l (Ret) Bockel’s previous expeﬁence as founder and

head of an advertising company, his military experience
commanding. 18,000 soldiers with responsibility for military
facilities and equipment over five states, and his current position
qualify him to serve as a director.

Founder and President of Choate Construction Company, a
commercial constriuction and interior construction firm with offices
headquartered in Atlanta, Georgia, since 1989 A duector of

" Fidelity Bank since April 2010.

The experience Mr. Choate received founding his company and
establishing all operations, procedures, banking, insurance and
bonding relationships, marketing, preconstruction estimating, and
technology, in addition to his degrees in economics and business,
qualify him to serve as a director. . :

AdJunct Professor, Candler School of Theology, Emory University,

~since September 2008. Minister Emeritus of Peachtree Road United
" Methodist Church since July 2008. Senior Minister of Peachtree

* Road United Methodist Church from 1988 to July 2008. ‘A director
- of Fldehty Bank since 2008. -

Dr. Harp brings to the Board of Directors his expenence of over 20

years managing a $7 million church budget and 60 member staff, as
well as his membership on many non-profit boards and experience
as mayor pro-tem of a city with budget and other management

.. responsibilities, which qualify him to serve as a director.

1998

- An attorney in Georgia from 1972 to present. Of Counsel, Isenberg
& Hewitt, P.C., Atlanta, Georgia, from January 2011 to August
| 2011, A director of Fidelity Bank since 1998.

- : Merg’s qualifications to serve as director include degrees earned

2010

- in accounting and law, and various business and legal positions over
.40 years, including executive vice president/general counsel, a

member of several for profit and non-profit boards, and as a lawyer

, in private practice.

Member of Moore Stephens Tiller, LLC, from 1979 to present.

' Managmg Member from 1990 to September 2009. A director of

Fidelity'Bank since January 2010.

5



Name Age  Elected

H. Palmer Proctor, Jr. © 44

. W, Clyde Shepherd T V@ 51

‘RankinM. Smith, Jr. ®® 64

S
@

“Year - ¢
" First

Business Experience During Past
Five Years and Other Information

Mr. Lankford’s position as a CPA with broad accounting; tax, and
business experience gained from being in public practlce for 39

B ‘years quahfy him to serve as a director.

2004

2003

1987

Pres1dent of Fidelity smce Apnl 2006 Semor Vice President of
Fidelity from January 2 2006 to April 2006;, Vice President of Fldellty
from April 1996 to January 2006. President of Fidelity Bank since

.. October 2004. Director and Secretary/Treasurer of LionMark
 Insurance Company, a wholly owned subsidiary, since Noyember
2004. A director of F1de11ty Bank since 2004 )

" As an executive of F1de11ty and Fldehty Bank, Mr.: Proctor offers

expertise in financial services and a unique understanding of our
markets, opetations, and competltlon whlch quahfy hnn to serve as
a director.

President, Plant Improvement Co., Inc.,.a highway construction/real

property. lessor company located in. Atlanta Georgla since 1997
President or Vice President/, Secretary of Toco Hill, Inc., a real
estate/lessor and investment company located in Atlanta Georgla,

since.1983. Manager and partner of WCS Investment Partnershlp,

LLLP, an active investment holding company. located in DeKalb
County and Walton County, Georgia, since 2003. A dlrector of
Fldehty Bank smce 1998 ,
Mr. Shepherd’s éxtensive b\‘xsiness"e’xpe‘r‘ienceas head of a highway
construction, investment, and real property lessor companies, as

“well as degrees eained in the fields of ﬁnance and econormcs
N quahfy h1m to serve as a dtrector ’

-Owner and Manager Sermnole Plantatlon a-shooting preserve

located in Thomasville, Georgia, since 1991. Chairman of the
Board of Trustees of Thomas University from January 2009 to

" January 2011 and Trustee from 2004 to present, a member of the

Board of Advisors of the Farmérs & Merchants Bank, Monticello,

" “FL, since March 2011, Director of Archbold Medical Foundation
._ _from 2005 to present. A director of Fldehty Bank smce 1987.

' oM. Snnth brmgs to the Board of Dll‘eCtOIS his many years of
__experience as a member and executive of various organizations,

which qualify.- h1m to serve as a director..

Member of the Executlve Committee of fhe Board of Ditectors
Member of the Compensation Committée of the Board of Directors

®  Member of the Audit Committee of the Board of Directors

O}

Member of the Nommatmg Commlttee of the Board of Dlrectors :

There are no family relationships between any dlrector executive ofﬁcer or nominee for d1rector of F1de11ty or

any of its subsidiaries.

Recommendation' =~~~

The Board of Directors recommends a vote “FOR” each of the above nominees for director. Unless marked to
the contrary, Proxy Cards received by the Company will be voted “FOR” this proposal.



PROPOSAL #2 - APPROVAL OF THE AMENDMENT TO THE
it COMPANY S EQUITY INCENTIVE PLAN

"Eqmty Incenuveflan Summary e

GeneraI Informatzon The Board of Drrectors adopted the Fidelity Southern Corporation Equity Incentive Plan
(the “Plan”) on Jaguary 19, 2006, and the sharcholders of Fidelity approved the Plan on April 26, 2006. The purpose of
_ the Plan is to assist Frdehty in recrultmg and retalmng employees and directors by enabling them to receive awards and
' partrcrpate in the future success of Frdehty

7 The Board of Drrectors adopted an amendment to the Plan on March 17, 2011, and it was approved by the
shareholders on Aprrl 28,2011, (the “Frrst Amendment”) The First Amendment increased the number of shares of
Fidelity’s Common Stock to 2,250,000, extended thie term of the Plan by an additional five years for awards other than
incentive:stock options; deleted Fidelity’s ability to award restricted stock units, increased the number of shares that
may1 be. issued in theaggregate pursuant to awards other than, optlons to 750,000, modrﬁed certam provisions of the Plan

Revenue Code of 1986 as amended

Amendment The Compensatlon Comrmttee of the Board of Directors (the “Comnuttee”) has recommended

Plan

" Increase the number of shares of Fldehty § Common Stock that may be issued under the Plan from
2250000t05000000 and‘ S

e Increase the number of" shares authonzed under the Plan that may be issued in the aggregate pursuant
to awards other than optrons from 750 000 to 1,000,000.

The Commrttee beheves that these changes are necessary and appropriate to allow the Committee the
ﬂexrbrhty t0 grant awards to eligible partrcrpants based on such participants’ performance and other criteria established
pursuant to the Plan by the Committee. The Board of Directors has approved the Second Amendment. The Plan
requires that the Second Amendment also-be approved by the Frdehty shareholders before the Second Amendment may
be adopted R RN ,

; Types of Awards The Plan, as ongmally adopted and amended April 28, 2011, permits Fidelity to grant stock
, optrons (both incentive stock-options (“ISOs”) and non-quahﬁed stock options (“NQSOs”)), stock appreciation rights
~-(“SARs”) restrroted stock awards (“Restricted-Stock: Awards”), and other incentive awards (“Incentive Awards”).
Separate Wntten Agreements All awards granted under the Plan are governed by separate written agreements
between Fidelity and thé selected participants. Thé writteft agreements specify when the award may become exercisable,
vested, or'payablé. No right or'interest of a participant in any award will be subject to any lien, obligation, or liability of
the participant. The laws of the State' of Georgia’govern the Plan. The Plan is unfunded, and Fidelity will not segregate
any assets to cover awards under the Plan. The.Plan is not tax:qualified within the meaning of Section 401(a) of the
Code, nor is it subject to the Employee Retnement Income Securrty Act of 1974, as amended. ,

effective date of the Plan), and no ISOs may be granted aﬁer January 19, 2016 since a11 ISOs must still be granted
within 10 years from the original date of adoption of the Plan. .

Administration. Fidelity bears all expenses of the Plan. The Compensation Committee of the Board of
Directors (the “Committee”) administers the Plan. The Committee has authority to grant awards to such persons and
upon such terms and conditions (not inconsistent with the provisions of the Plan) as it may consider appropriate. The

- _Committee may-delegate to one or more officers of Fidelity all or part of its authonty and duties with.respect to awards

to individuals who are not subject to Sec’non 16 of the Exchange Act

Eligibility for Participation. Any of Fidelity’s employees, including any employee of a current or future
subsidiary of Fidelity (an “Affiliate”) and any member of the Board of Directors of Fidelity (whether or not an
employee), is eligible to receive an award, except that only employees are eligible to receive ISOs.

7



Shares Subject to Plan. The Plan currently provides that the maximum number of shares of Common Stock of
'Fidelity that may be issued under the Plan pursuant:to-awards is 2,250,000 shares. All of such shares may be issued
pursuart to options. Only 750,000 of such shares may be issued in the aggregate pursuant to awards other than options.
Under the Plan, no participant may receive awards:that relate to more than 125,000 shares in any calendar year. The
maximum number of shares of Common Stock that may. be issued pursuant to.awards, the per individual limits on ..
‘awards, .and the terms of outstanding:awards will be-adjusted as is equitably required in the event of corporate ...
transactlons and other approprlate events The proposed Second Amendment prov1des for the following: -

e the maximum number of shares of Fldehty Common Stbck that may be 1ssued under the Plan pursuant :
to awards is 5,000,000 shares and :

e the maximum number of such shares that may be 1ssued in the aggregate pursuant for awards other
than optlons is l 000 000 mcludmg the other than optlon shares awards prevrously approved for the
. ‘Plan : -

Optzons A stock optlon entltles the participant to purchase from F1de11ty a stated number of shares of its
Commion Stock. The Committee will des1gnate whethér the optron is'an ISO or a NQSO and specify the number-of -

- shares of Common Stock subjéct to the optlon 1In the case of ISOs, the aggregate fair market value (detei‘rmned as of
the date of grant) of Common Stock with trespéct to which’an ISO may.becoine exercisablé for the first time during any
calendar year cannot exceed $100,000. If this limitation is exceeded, the ISOs which cause the limitation to be

“exceeded will be treated as NQSOs. - The exercise’ pnce per share of Cominon Stock may not be less than the fair market
value of the Common Stock on the date the- option is granted.’ With respect to an ISO granted to a participant who
beneficially owns more than 10 percent of the combined voting power of Fidelity or any Affiliate (detérmined by :
applying certain attribution rules), the exercise price per share may not be less than 110 percent of the fair market value
of the Common Stock on the date the ‘option is granted. The' exercise price may be paid in cash or, 1f the agreement S0
prov1des, by tendenng shares of Cornmon Stock or sonie other method of payment

~Stock Appreczatzon Rights. A SAR entitlés the part1c1pant to receive, upon exercise, the excess of the falr
market value on that date of each share of Common Stock subject to the exercised portion of the- SARover the fair -
market value of each’such share on the date of thié ‘grant of the SAR. ‘A SAR can be granted alone or in tandem with an
option. A SAR granted in tandem with an option is called a Correspondlng SAR and entitles the participant to exercise

“the option or the¢ SAR at which time the other tanderir award expires.- The Committee will specify the number of shares
* of Common Stock subject to a SAR and whetlier the' SAR-is a Corfesponding SAR. No part101pant may be granted
“"Correspondifig SARs in‘tandem with ISOs which are first exercisable in any calendar year for shares of Common Stock

having an aggregate fair market value (determined as of the date of grant) that exceeds $100,000. ‘A Corresponding"

SAR may be exercised only to the extent that the related option is exercisable and the fair market value of the Common

‘Stock exceeds the exercise price of the related-option. As:set-forth in an award agreement, the amount payable asa

fesult of the exercrse ofa SAR may be settled m cash Cotnmon Stock ot'a comblnatlon of eaeh
Restncted Stock Awards A Restncted Stock Award is the grant or sale of shares of Common Stock wh;ch
may be subject to forfeiture restrictions. The Committee will prescribe whether the Restricted Stock Award is:
forfeitable and the conditions to which it is subject. If the participant miust pay for-a Restricted Stock Award,ipay-ment
of the award generally shall be made in cash or, if the agreement so provides, by some other method of payment. Prior
to forfeiture, a participant-will have all'rights of*a shateholder with réspect to-the shares that are the subject of the

Restricted Stock Awatd, including the right to-receive dividends and vote the shares; provided; however, the participant

may not tfansfer the: shares. F1de11ty shall retain custody of the certlﬁcates ev1dencmg the shares until'they are:no-

longer forfeltable e 41 o

Incentzve*AWards _An Incentlve Award entitles the part101pant to receive: cash or Common:Stock: when certam
conditions are met. No participant may receive an Incentive Award in any calendar year (i) with reference to a‘specified
dollar limit of more: than $250,000 and (ii)with referenice to'a specified number of shares-of Commion Stock.of more
than 125,000 shares. As set forth in the agreement, an Incentive Award may be paid in cash, Common Stock or a:: -
combination of each. The Plan provides that the recipient of any such Award must remain actively employed until the
date-all conditions for payment have been satisfied; that payment will be. made within seventy five (75) days after
satisfaction of all such condmons, and that such Awards may be rev1sed to. become payable upon a Change in Control as

defined in the Plan. N N ,

e



¢ s o Performance Objectives. . The:Committee; hasdiscretion: to establish performance conditions for when options
or SARs become exefcisable, and Restricted Stock Awardsshecome vested. These performance conditions can be stated
- with respect to Fidelity’s, an Affiliate’s or a business unit’s (a) total shareholder return; (b) total sharcholder return as
compared to total return (on a comparable basis) of a publicly available index; (c) net income; (d) pretax earnings; ()
funds from operations; (f) earnings before interest expense,taxes; depreciation and amortization; (g) operating margin;
(h) earnings per share; (i) return on equity; capital, assets or investment; (j) operating earnings; (k) working capital; (1)
ratio of debt to shareholders equity and (m) revenue. :An award that is intended to become exercisable, vested or
payable on the achievement of performance conditions means that the award will not become exercisable, vested or
::spayable.solely on mere continued employment or.service. Howeyer; such an award,-in addition to: performance
conditions, may be subject to continued employment or service by the participant Additionally, the vesting, exercise or
payment of an award can be conditioned on contmued employment or service if it is not intended to be contingent on
performance conditions. o : .

Change in Conzrol In the event oforin ant1c1pat10n ofa “Change in Control” (as deﬁned in the Plan), the
Committee in its discretion may terminate outstanding awards (i) by giving the participants an opportunity to exercise
the awards that are then exercisable and:then termmat;ng, without any payment, all awards that have not been exercised
(mcludmg those that were not exerc1sable) or.(ii) by paying the, participant. the value of the awards that are then vested,
exercisable.pr payable w1thout payment f for any; awards that are not then vested, exercisable or - payable. However,
awards wrll not be terminated to the extent they are to be contmued aﬁer the Change in Control.

e Shareholder Rtghts Np parmlctpant shall haye any nghts as a shareholder of ‘Fidelity untll such award is settled
by the.issuance.of Common Stock (other than a Restmcted Stcck Award for which the partmpant wrll have the right to
receive: d1v1dends and vote the shares) ..... . ,
Transferabzizty Generally, each award is: non—transferable except by will or  the laws of descent and
d1str1but10n During the lifetime of the pagficipant to. whom the award is granted, the award may only be exercised by,
or payable to, the participant. However, the Committee may provide that awards other than ISOs or Corresponding
SARs that are.related to ISOs may be transferred to.certain-family members, The holder of the transferred award will
be bound by the same terms and conditions that govemed such award. dunng the period that it was held by the
partlcrpant, except that such transferee may only transfer the, award by will or the laws of: descent, and dlstnbutlon

RERL Maxzmum Award Penod No award shall be exercrsable or become vested or payable mere than 10 years after
the date of grant. AnISO granted to -a participant who beneficially owns.more than 10 percent of the combmed voting
power of Fidelity or any Affiliate (determined by applying certain attribution: rules) ora Correspondmg SAR that relates

to. such an ISO'z nay not be exerclsable more than five years after the date of. grant

ERE Comphance Wzth Applzcable Law N,o award shall be exerclsable vested or. payable except in compllance w1th
all apphcable Federal and state laws and regulations(including, without limitation, tax and securities laws); any listing
agreement with any stock exchange to which Fidelity is a party, and the rules of all domestic stock exchanges on which
Fidelity’s shares are listed. .In the event and to the.extent any award is made which is determined to be.deferred
compensation within the-contemplation-of the Code Section 409A or Treasury Department gmdance, the. Plan will-be
construed and: apphed eensrstent wrth that determination, - : e RN

: Amendment and Tarmmatzon of Plan The Board of Dlrectors may amend or termmate the Plan at any time;
.provided; however, that no amendment may adversely impair the rights of a-participant with respect to outstanding . -
awards without'the participant’s consent: . An arhendment will be contingent on-approval of Fidelity’s shareholders to
the extent required by law or the rules of any stock exchange on which Fidelity’s securities are then traded or if the
amendment would (i) increase the benefits accruing to participants, (ii) permit a repricing of outstanding options, (iii)
increase the aggregate nuimber of shares of Common:Stock that may be issued, (iv) modify the requirements as to
o ehgrblhty for participation in the Plan-er (v) change the stated performance conditions.. Since the Second Amendment
increases the iumber of shares authonzed for issuance under the Plan, approval of the. Fldellty shareholders is requlred
to adopt ‘the Second Amendment : : , v
Forfezture Prov:szons Awards do not confer upon any md1v1dua1 any nght to.continue in t.he employ or
- _service of Fldehty or:any Affiliate. All rights to any award that:a participant-has will be.immediately forfeited.if the
participant is discharged from employment or service for “Cause” (as defined in the Plan). .



Market Value of Underlying Secumtaesﬁ ='T he cIoSmg prlce of Fldehty Common Stock on March 2, 2012 on-the
NASDAQ Natlonal Market was $6.5 . RS :

’Federal Income Tax Consequences e
) “The follong dlschssron summarrzés thé prlncrpal Federal 1neonie tax: consequences assocrated with awards
under the Plan’ ‘The drseussmn is based o'n laws regulatlons, rulmgs and court decrsrons currently in effect all of whrch
“are subject to chatige: ; P

' ISOs.” A patticipant will not recogmze taxable incofrie on the- graﬂt or exercise of an ISO. A partrcrpant will
recogmze taxable ificotne when' he or she 'diSposes -ofthe shiarés of Common Stock ‘acquired under the ISO. If the
dlsposmon occuts’more than two years “dfter the grant’ of thedS@and more than dne year after ifs exercise(the “ISO -
holding period”), the/] partlclpant will récoghitze long-térm ca?1tal igain (or logs)-fo the extent the amount realized from
‘the d1spos1tlon°exceeds (or is‘less than) the participant’s tax basis in'thé'shares of Common Stock. A part1c1pant’s tax
bas1s m the Coﬂmion Stock generally w111 be the amount the 'partlclpant pald for the stock :

e Steék acqurred under an ISO 1§ drsposed of before th% explratlon of the ISO holdmg penod
descrlbed above; the part101pant‘ will recoghize as ordinary mcome in’'the‘year of'the dlsposmon the excess of the fair
market value of fhe Common Stock on the date of exercise'of the’ ISO over theexercise price. Any additional gain will
be treated aslong-term or short-term capltal gain, ‘depending on thie length of time the participant held the shares. A'.
special rule applies to such a disposition where the amount realized is less than the fair market value of the Common
Stock on the date of exéréise of the-ISO. In that case, the ordinary ificome the participant will recognize will not exceed
the excess of the amount realized 6n the disposition'over the éxercise piice: If the amount realized is less ‘than the
exercise-price, the partlcrpant will rééognize a capital loss'’ (long-term if the stock was held more than one yearand
* short-term if held one year or' less) A part1c1pant would recerve dlfferent tax treatment 1f the exercrse pnce were pald
by dehvery of Common Stock. v B :

FREMEI SRR

Nerther Frdehty nor any of its Afﬁhates w111 be entltled toa Federal income tax deductron w1th respect to the
grant or-exercise of an ISO However in'the event 4 Participant' disposes’ of" ‘Common’ Stock acquired under-aii ISO
before the expiration of thé 1SO hélding’ period described above; Fidelity or its ‘Affiliate generally wrll be entltled toa
Federal income tax deduction equal to the amount of ordinary incoine the participant recoghizes: = =’

“NQSOs. A'participant wﬂl not recogiiize any ‘taxdble inicotne on the grant:of aNQSO "On the exercise of a
NQSO, the partlcmant ‘will recogmze as ordmary incoine the-excess of the fait market valué of the Common Stock
acquired-over the exetcise price. Ajpartrclpant’s tax Basis in the Common Stock is the amount paid plus anyamounts
included in income on'exércise! The pafticipant’s holding period for the stock beginson ‘acquisition of the'shares.” ‘Any
gain or loss that a participant realizes on a subsequent disposition of Common Stock acquired on the exercise of a ™~
NQSO generally will be treated as long-term or short-term capital gain or loss, depending on the length of time the
participant held'such shares. The amount of the gain (or10ss)’ will-€qual the amoutit by’ ‘which the amount realized on
the subsequent ‘disposition exceeds' (otis'less than) the- partlclpant’s tax basis in his or her shares. A participant would
receive different tax treatment‘if the exerclse“phce wer pa1d with Company 'Stock. The exercise of a NQSO generally
will entitle- Fldehty or'its Affiliate t6 claim a Féderal i inicotie tax dediction equal to the‘ariount of ordinary i in¢omie the
participant recognizes. If the partlclpant isan employee that ordmary 1ncome wﬂl constltute wages subject to G
withholding and employment taxes F i ,

SARs. A participant will not recogmze any taxable income at the time SARs are granted At the time of
exercise of the SAR ‘the participant will' Tecognize as ordmary iicome the amount of cash-and- the fair market value of
- any Common-Stock that he or she receives: “Fldehty or its Affiliate will be entitled to'a Federal income tax deduction
equal to'the ‘amotint of ordinary incomé thé participant récogiiizes: If the participantis an employee, that ordmary
income will constitute wages subject to withholding and employment taxes.

Restricted Siock Awards. A partlclpaﬁt witt recogmze ordinary income on account of a Restricted Stock
' Award on the first day that the shares are cither transferable ‘of not subject to a substantial risk of forfeiture. The
- ‘ordinary income récognized will equal the excess ‘of thie fair ridrket value of the'Common Stock on siich date overthe
amount, if any, the participant paid for the Restricted Stock Award.” However, even if the shidres under a Restricted -
Stock Award are both nontransferable and subject to a substantial risk of forfeiture, the participant may make a special
“83(b) election” to recognize income, and have his or her tax consequences determined, as of the date the Restricted
Stock Award is granted. The participant’s tax basis in the shares received will be the income recognized plus the price,
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-~if any, paid. Any gain (er:}oss) that a participant realizes upen the'sale of Commeon:Stock acquired pursuant to a
Restricted Stock Award will be equal to the amount by which the amount realized on the. digposition. exceeds (or is'less
than) the participant’s tax basis in the shares and will be treated as long-term (if the shares were held for more than one
year) or short-term (if the shares were held for one year or less) capital gain or loss.. The participant’s.holding period for
the stock begins on the date the shares are either transferable or not subject to a substantial risk of forfeiture, except that
the holding period will begin;on the date of grant if the participant makes.thespecial “83(b) election.” Fidelity or its

- Affiliate will be entitled to a Federal income tax.deduction equal to the.ordinary. income the participant recognizes. If
the participant is an employee that ordinary income will constitute wages subject to withholding and employment taxes.

i.. - . Incentive Awards. A pasticipant will not.recognize any taxable income at the time an Incentive Award is
granted When the terms and conditions to which -an-Incentive. Award 1s~§ubjeet have: been satlsﬁed and the award is
paid, the participant will recognize as ordinary income:the ameunt. of cash.and the fair market value.of any | Common
Stock he or she receives.. The participant’s holding peried in any Common Stock recelved will begin onthe date of
receipt. The participant’s tax basis+in the Common Stock will equal the amount he or she 1nc1udes1n ordinary.income
with respect to the Common Stock; Any gain or loss that apamplpantreahzes on a3 subsequent: drsposrtron of the -
Common Stock will be treated as long-term or short-term capital gain or loss, depending on the participant’s holdmg
period for the.Common Stock. The amount.of the gain (or loss) will equal the.amount by which the amount realized on
the disposition exceeds.-(or.is-less than) the participant’s tax basjs.in the Common Stock Frdehty or its Affiliate will be
; entitled to a Federal income tax deduction equal-to thewamount of; ordmary ingome, the participant recognizes. If the
partlcrpant is an employee that ordmary income. w11z1 constitute wages, subject tg withholding and. employment taxes

<~ Limitation on Deductmns The deductlon for a pubhcly-held corporation for otherwrse deductlble k
compensation to;a “‘covered gmployee™ generally is limited to one million dollars per.year. An individual is a covered
employee;if he or she:is the chief executive officer or.one of the four highest.compensated-officers for the year (other
than the.chief executive officer).. The one million dollar limit does net apply-to compensation payable solely because of
the attainment of performance conditions that meet the requirements set forth in Section; 162(m) of.the Code and the
regulations thereunder. Compensation is considered performance-based only if (a) it is paid solely on the achievement
of one-or.more performance conditions; (b).acommittee consisting solely of two-or more “outside directors” sets the

performance conditions; (c).before payment; the material tepms ynder whlch the compensation isto be,paid, including
the performance conditions, are disclosed to, and approved: by, the shareholders and (d) before payment the committee
certifies in writing thatthe performance conditions have been met. ( ; : . -

... The. grant, exercise, vesting or payment.of an award ‘may be postponed if Fidelity.reasonably believes that its
or any apphcable Affiliate’s dedyction with respect to. such award wo d be limited or elumnated by apphcatxon of -
Code Section. 162(m), prov1ded, however ‘such delay will last only until the earhest date at whlch Frdehty reasonably
. -anticipates the deduction will not be hmlted or: elted under Code Sectlon 162(m) o1 the. calendar year in which the

partlc1pant separates from service, ... . ... : : R - . _—

In addltlon to the lmnts on deductrons mposed by Code Sectwn 162(m), a corporatlon cannot deduct any ‘
,_lal;npunts that constltute; ‘excess parachute payments.” The; rec1p1ent of: the excess parachute payment also would be
subject toa 20%.excise tax on such:-amount. . To the: extent that awards Are granted.or, become exerclsabl.e ~ested or
~payable. because ofa Change in Control such awards or the yalue of the accelerated ‘vesting, exercisg or; payment may
result in an “‘excess parachute payment.’ Pursuant to the terms, of the Plan, awards (or the amounts tha become.
exercisable, vested or payable as a result of the Change in Control) will be reduced if the, participant would be better off
on an after-tax basis with the reduction than the participant would have been without the reduction.

; JDeferred Compensauon Rules The Plan has been des1gned to enable F1de11ty to strueture awards that will.not
be subj,ect to Code Section 409A, which imposes restrictions and requirements on deferred compensation, mcludmg the
types.of awards that are avallable ander-this Plan, and increases the effective tax rate on the. compensatron realized. .
under a noncompliant award. : . oy _ - .

- Currgnt Tax Rates. Long-term capital gains of individuals currently are subject to Federal .income tax at a
max1mum rate of 15 percent. Short-term capital gains . and- -ordinary income of individuals currently are subJect to tax at
a maximum rate of 35 percent. - These rates may change, and participants.are- encouraged to seek their.own personal tax
advice in eonnectlon wath part1c1pat10n in the Plan bo e e ,
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Recommendatwn

T he Board of Drrectors recommends a vote “FOR” ‘the approval of the Second Amendment to the Equlty
Incentive Plan. Unless marked to the contrary Proxy Cards recerved by the Company w111 be voted “FOR” thls
‘proposa] WA L . TN ‘tr R

© 4. - PROPOSAL #3+ RATIFICATION OF APPOINTMENT OF. s
* % INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM |

The Board of D1rectors of Fidelity has appomted Ernst & Young LLP as the Company s mdependent
- ‘registered public accounting firmfor-the ﬁscal year endmg December 31 2012 and is subrmttmg such appomtment to
the shareholders forratrﬁcatlon Prem ST AR S E T AR . e

Ratrﬁcatlon of the appomtment of the mdependent reglstered pubhc accountmg ﬁrm requlres the afﬁrmatlve
vote of a maJonty of the votes cast in person or by Prqu by the shareholders of Fldehty at:the Annual Meetmg .

Recommendatwn

The Board of Directors recommends that shareholders vote “FOR” the ratification of the appomtment of Emst
& Young LLP as the Company’s independent registered public accounting firm for the 2012 fiscal year Unless marked
to the contrary, Proxy Cards received by the Company will be voted “FOR” this proposal. Wi i

PROPOSAL #4 < ADVISORY. (NON-BINDING) VOTE ON
: ‘ EXECUTIVE COMBEN SATION i

The Amencan Recovery and Remvestment Act of 2009 requrres F 1dehty to perrmt a non-bmdlng advrsory vote
on the compensatron of its “Named Executive Officers.” ' The compensation details are described in the “Executive
Compensation” section of this Proxy Statement, 1nclud1ng “Compensation Discussion and Analysis,” the tabular
dlsclosure regardmg named executlve ofﬁcer compensatron, and the accompanymg narratlve drsclosure

T h1s proposal comrnonly known as a “say- on-pay’ proposal glves Fldehty ] shareholders the opportumty to
endorse or not endorse our executive compensation program, and policies. Dunng the time in which any obligation
arising from Fidelity’s: participation in the TARP Capxtal Purchase Program remains outstandmg, the shareholder
frequencyvotewﬂlnotbelncluded _ v L G e e
. Because your vote is advrsory, it w111 not be bmdmg upon the Board of Dlrectors However the Compensatlon
Commlttee will take into account the outcome of the vote when considering future executrve compensation.

The Board of Directors asks you to approve the following resolution:

RESOLVED, that the compensation paid to.our Named Executive Officers, as disclosed in the
Compensatron Discussion and Analysis, the tabular dlsclosure regardmg named. executlve officer compensation, and the
accompanymg narrauve dlsclosure, is; hereby approved : i L : R :

Yol

Recomnendatmn e TR e Sl e D g EEER

£l A

The Board of Dn’ectors recommends a vote “FOR” this proposal Unless marked to the contrary, Proxy Cards
. received by the Company w111 be voted “FOR”. thrs proposal. . e Gt

 MEETINGS AND COMMITTEES OF THE BOARD OF DIRECTORS . .

During 2011, the Board of Directors held eight meetings. Each of the directors attended at least 75 percent of
the meetings of the Board of Directors and the meetings of the committees on which the director served. F 1dehty has an
Audit Committee, a Compensatlon Commrti;ee a.Nominating Commlttee and an Executive Comxmttee

— Dlrectors are. encouraged tp attend thj ’Annual Meetmg of Shareho]ders E]ght dlrectors attended the 2011
.Annual Meetmg of Shareholders: . - o o : v Vi e

1
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The Board believes that our Chief Executive Officer is best situated to serve as Chairman of the Board of
Directors because he is most familiar with our business and strategy, and is therefore the most appropriate director to
lead discussions of our strategy and risk. Our independent directors bring experience, oversight, and expertise from
outside the Company and industry, while our Chief'Executive Officer provides company-specific experience and
expertise. The Board believes that the combined role of Chairman and Chief Executive Officer promotes effective and
thorough meetings and discussions and facilitates the flow of information between management and the Board. In -
2011, the Board established the position of Lead Director. The Board selected Dr. Donald A. Harp, Jr. as Lead
Dlrector As Lead Director, Dr. Harp presides at meetings of the Board in the absence of the Chairman, including the
executive sessions of the non-management members of the Board.

: Both the Board as'a' whole and its comnuttees play“an actwe role in overseeing management of ourrisks. The
Board regularly reviews information with members of senior management regarding our:strategy and key areas of the
Company including operations, finance, legal, and regulatory, as well as the risks associated with each. The Board’s
Compensation Committee is responsible for overseeing the management of risks relating to our executive compensation
plans and reviewing the risks associated with our-overall compensation practices and policies:for all of our employegs.
The Audit Committee oversees management of financial risks. The Nominating Committee manages risks associated
with the independence of the Board and potential conflicts of interest. While each committee is responsible for
evaluating certain risks and overseeing the management of such risks, the entire Board is regularly mformed about such
+risks: through committee reports. : ;o “ P

Audtt Committee

Fidelity has a separately designated standing. Audit Comfhittee that:oversees the financial and accounting
reporting process, assures that an audit program is:in place to protect:the assets of Fidelity, assures that adequate internal
controls exist, oversees the internal audit function, reviews the Report of Management on Internal Control Over
Financial Reporting and related testing and documentation, selects the independent accountants for appointment by the
Board of Duectors, and evaluates thelr performance Dunng 2011 the Audit Committee held eight meetings.

The Audit Committee is governed by a written charter approved by the Audit Cormmttee and the Boarctof
D1rectors The charter 1s avaﬂable under the Investor Relatlons section of our web51te at www, ﬁdelzmsouthern com,

: The Board of Dlrectors of Fidelity has determmed that ali of the members of the Audit Comrmttee have
sufficient knowledge-in-financial and accounting matters to serve on the Audit Committee. In addition, each member of
the Audit Committee qualifies as an “audit committee financial expert” as defined by Item 407(d)(5)(ii) of Regulation

S-K of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). The current member composition of
the Audit Committee satisfies the NASDAQ Marketplace Rules applicable to companies with stock listed’ for quotation
on the NASDAQ Global Select Market. Kevin King serves as Chairman of the Committee.

Nominating Committee

The primary functions of the Nominating Committee are to identify individuals qualified to become members
of the Board, recommend to the Board the director nominees for each' annual meeting of the shareholders; and fill
vacancies and new positions on the Board. Fidelity’s Board of Directors has determined that the members of our
Nominating Committee are independent as defined in the NASDAQ Marketplace Rules applicable to companies with
stock listed for quotation on the NASDAQ Global Select Market. The Nominating Committee held two meetings -
during 2011 Ma]or General (Ret) David R. Bockel serves as Chalrman of the Commlttee

The Nominating Committee is governed by a written chartér approved by the Nommatmg Committee and the
Board of Directors. The charter is avallable under the Investor Relatlons sectlon of our webs1te at
www.fidelitysouthern.com. ‘ :

Compensatwn Commtttee

The primary functions of the Compensation Committee aré to pi'owde assistance to the Board of Dxrectors in
fulfilling its oversight respons1b1hty relating to the determination of goals and objectives, to evaluate performance
relative to those goals and objectives, to determine thé remuneration of all executive-officers of Fidelity and each of its
direct subsidiaries, and to grant equity incentives and administer the Stock Option Plan and the Equity Incentive Plan.
In addition, the Compensation Committee is responsible for reviewing and evaluating compensation and benefit plans
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for all officers-and employees to ensure they are appropriate, competitive, and properly reflect Fidelity’s objectives and
performance:  Likewise, the Compensation Committee is responsible for reviewing and d1scussmg the Compensation
Discussion and Analysis and recommending its: mclusron in this Proxy Statement. .Fidelity’s Board of Directors has
determined that the members of our Compensation Comrmttee are independent as defined in the NASDAQ Marketplace
Rules applicable to companies with stock listed for quotation on the  NASDAQ Global Select Market. During 2011, the
Compensation Committee held five meetings. MaJor General (Ret) David R, Bockel serves as Chairman of the
Committee.. e

... .- The Compensation Committee is governed by .a written charter approved by the Compensation Committee and
the Board of Directors. The charter i is, avallable under the Investor Relatlons section of our websrte at
www fidelitysouthern.com.

v ,Exéeurivc Conihﬁttée
The Executive Committee is authorized to exercise any and all of the powers of the Board of Directors in the
management of the. business and affairs of Fidelity except where specific power is reserved to the Board of Directors by

the Bylaws or by applicable law. Durmg 2011, the Executive Committee held three meetmgs James B. Miller, Jr.
serves as Chau'man of the Committee. : ,

EXECUTIVE COMPENSATION o

Compensatlon Discussion and An ;:ysns‘v e

Objecttves of Executzve Compensatwn Program

pensatlon program are:

The Obj ectrves of our executlve [

. _to prov1de compet1t1ve levels of compensatron wh1ch take mto account not only annual but long-term
performance goals and the strateglc objectives outlined in our strateglc plan, all designed with the
ultimate objective of improving shareholder value; T
to attract, hire, and retain well-qualified, experienced, ethlcal motlvated and dedlcated executives;

e to-evaluate the performance of executive officers ina. changlng economic; interest rate, and credit
-, quality environment; : v
-e-.+i fo reward.executives based on corporate performance the attamment of long-term goals and strategic
objectives, the level of each executive’s initiative; responsibility, and achievements, and how
effectively risk is managed; and ‘
-+ e - to provide competitive financial security for executives and dependents in the event of a change in
control, death, disability, or retirement: : : v

What our Executive Compensation Program is Designed to-Reward - ..

Our executive compensation program is designed to.recognize and reward both corporate and individual
performance primarily through competitive salary arrangements, annual incentive compensation plans, restricted stock
awards, stock option grants, employment agreements, a deferred compensation plan, life insurance programs, certain
perquisites, and other broad-based employee benefit plans such as our 401(k) Plan. :

What are the Regulatory Limits on Executive Compensation -

... . TARP Capital Purchase Program.. On December 19, 2008, .as part of the United States Treasury Department’s
. (the. “Treasury”) TARP Cap1ta1 Purchase Program (the “CPP”) Fldehty entered into an Agreement (the “Purchase
Agreement”) with Treasury, pursuant to. which-F 1de11ty (i) sold 48 ,200 shares. of Fldehty s ‘Fixed Rate Cumulative

Perpetual Preferred Stock, Series A, having a hquldatlon preference of $1, 000 per share (the “Preferred Shares”) and (ii)
issued a warrant (the “Warrant”) to purchase 2 266,458 shares.of Common Stock for. an aggregate purchase price of
$48.2 million.in cash. L , .

vvvvv

Fidelity acqmred pursuant to the Purchase Agreement Fldehty wﬂl take all necessary actlons to ensure that its benefit
plans with respect to its senior executlve officers comply with. Sectron 11 1(b) of the Emergency Economlc Stab111zatlon
14



* Act 0f'2008 (the “EESA”) as lmplemented by any guldance or régulation under the EESA and agreed not to adopt any
benefit plans with réspect to, or which cover, its senior execittive officers that do nét comply with ‘the EESA, and the

; applrcable executives have conSented to the foregoing. Section 1 1 l(b) (2) of EESA prowdes for the executlve
compensatlon and corporate govemance Standards to mclude '

®  limifs'on compens‘anon‘ that exclude mcentnies for certain senior executive officers of financial
institutions to take unnecessary and excessive risks that threaten the value of the financial-institution;

o requxred recovery of any bonus or mcentlve compensatlon pa1d to a senior executive officer based on
* statements of earnings, ‘gains, or other critéria that are later pfoven to be matenally maCcurate,

e prohibition on the financial institution from making any “excess parachute payment” to any senior
executive officer, as defined under Section 280G of the Internal Revenue Code (an “Excess Severance
) Payrnen "), during the ‘perio,_d that Treasury holds an equity or debt position; and

vdt' ‘_agreement to limit a claun to a federal i mcome tax- deductlon for semor executlve compensatlon in’
* excess of $500, 000 per'year.’

American Recovery and Remvestment Act. On February 17, 2009, the American Recovery and Reinvestment
Act of 2009 (the “ARRA”) was enacted. “The ARRA ‘commonly known as the economic stimulus or economic
recovery package, includes a wide variety of programs intended to stimulate the economy and provide for extensive
infrastructure, energy, health, and ediication feeds. Tn' ‘addition, ARRA i imposes certain additional executive
compensation and corporate expenditure limits on all TARP recipients until the institution has repaid T reasury the
amount of a CPP investment, which is now permitted under ARRA “Without penalty and*without the need to taisé new
capital, subject to Treasury’s consultation with the rec1p1ent’s appropnate regulatory agency. The executive
compensation standards are more stringent than those under the CPP Giiidance on executive Eompensatmn was
prov1ded by the Department of Treasury on June 15, 2009, through the pubhcat10n of “TARP Standards for

"‘C’ompensatzan and Corporate Governance ifnterzm Fmal Rul& '

The addltlonal standards mclude
o - prohibmon on the'payment or accrual of bonus, retention awaid, or incentive compensation to a
Senior Executive Officer (“SEO”) or certain highly compensated- employees subject to certain
: exceptlons for'payments'made in: the form' of restncted stock and the amount of financial assistance
“provided to the TARP recipients;’ “

e prokibitionon’ employee compensation plans.that> would encourage mampula:tlon of earnings reported
by the TARP recipient to enhance an employeg’s compensation; .

e  prohibition on providing tax gross-ups to the SEO and next 20 most highly'compensated employees;
& adoption of an excess1ve or luXury expendltures pohcy, and

e comphance with federal securities rilles and regulatxons regardmg the sul?nussron ofa non—bmdmg
resolution on SEO compensation to shareholders.

How We Choose the Amounts for Each Element of Compensation B SR

“The Compensatlon Commlttee annually evaluates ‘and recommends to the mdependent dtrectors the salary and
total remuneratlon of JTames B. Millet, Jr., our Chairman and principal executive officer, our pnnclpal financial officer,
and our other two executlve officers (the “Named Executive Ofﬁcers”) The Committee evaluates data publicly -
avallable in connectlon with this réview and does not utilize any compensation consultants. ‘During 2011, our Named
Executive Officers were Mr. Miller; Stephen H. Brolly, our Chief Financial Officer; H. Palmer Proctor, Jr our-
President, and David Buchanan, a Vice President. This review is based on each executive officer’s individual *
achievements and contributions to corporate short-term and long-term goals and objectives for the pnor year, as well as
‘ ;the ‘individual and corpora‘te goals and objectlves for the current year.- As a result of this gualitative réview, the
' tive ofﬁcers aré not encouraged to engage in éxcessive risk-taking that éould threaten'the value of the financial
“institiition. The ‘Compeénsation Committee evaltiates the performance of the Chanman and President and recominends
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their compensation, while the Chairman’s evaluations and compensation recommendations for the other executive
officers are considered by the Compensation Committee. The Committee, as part of its evaluation, -also. consrders the
outcome of the “say-on-pay” vote by the shareholders. The- Company’s shareholders approved.the “say-on-pay”

b proposal at the last annual shareholders’ meetlng held in 2011..

,for,nsk management to. rev1ew our mcent1ve compensatlon programs for purposes of determmmg whether they o
encourage excessive or unnecessary risk-taking by our employees. - As part of its review, the Compensatron Commrttee
considered the various risks.to which Fidelity is subject, including market, liquidity, interest rate, operational, ﬁnanc1a1
__credit quality, and-other risks;.and how Fidelity’s incentive compensation programs may- contnbute to-risk. The .

Compensation Committee also.censidered Fidelity’s controls and actions. taken to mitigate and monitor those nsks, 8
mcludmg the Company s clawback pollcy e = -

In connectlon w1th such rev1ew, the Compensat1on Comnnttee concluded that F1dehty s 1ncent1ve ,
compensatmn programs do'net encourage Fidelity’s-employees to take excessive or.unnecessary risks that, threaten the
value of the Company. Instead, the Compensation Committee concluded that Fidelity’s incentive compensation .
programs are designed to encourage the employees to achieve md1v1dua1 and corporate goal,s and objectives,, wh11e
continually assessmg and momtorlng the risks. : . oy

Incentive. CompensattonPlans, Employment and Executtve Contmuzty Agreements

Non-equity incentive compensation plans and employment and executrve contlnuity aéreements have been
provided to our-executive officers to aid in retention, to encourage. continuity, to. provide fornon-compete requirements
if employment is terminated, and to remain: competmve with the compensatton programs of comparable financial
mst1tutlons SRR ST T e S T S L IR TS

' Incentzve Compensatzon Plans The Compensat1on Commrttee beheves that non-equlty mcentlve plan :
compensation is a valuable element of overall executive officer compensation to motivate executive officers to. achieve
individual and corporate: short-term and long-term or strategic goals and ebjectives ..Although each executive officer
was eligible for 20% of his salary or annual base compensation, or such other amount as determined by the . .~ - .
Compensation Committee, as non-equlty incentive compensation during 2011, no non-equ1ty incentive compensat1on
- 'was awarded . . S : - : ~

: Messrs Mlller s and Proctor s employment agreements provrde that they w111 be ehglble durmg 2012 for 20%
of then‘ base compensation of $750,000 and $460,000, respectively, as.incentive compensation or such other amount as
determined by the*Compensation. Comnnttee following its evaluation of corporate. and-individual performance relative
to the executive compehsation: established at the beginning of the calendar year. and such other measures that the -
Committee may consider in:its sole discretion. ‘Because: of the restrictions imposed under the. ARRA this ineentive
: compensatron wﬂl be paid, if earned;.in accordance with: the rules adopted by Treasury under the ARRA.. e
W R B e
, ~Fj 1de11ty and F 1del1ty Bank entere;i mto 1ncent1ve compensatron agreements w1th Stephen H. Brolly as G,href
- Financial Officer and David Buchanan as Vice:President; providing that-Messts. Brolly and Buchanan will be eligible
-during 2012 for 20% of their base compensation: of $250,000:and $400,000, respectrvely, as‘incentive; compensation.or
;such other. amount as determmed by the Compensatlon Commlttee followmg its evaluation of eorporate and individual
measures-that. the Comrmttee may cons1der invits sole dlseretron Because of the restrlctlons 1mposed under the ARRA
this incentive compensation will be paid; if earned,; in accordance with the rules adopted by ‘Treasury, unader the ARRA

Employment Agreements. Executive officers are provided with employment and continuity agreements of
~+various terms to provide them assurance of compernsation following a. change.in contrel: The agreements, serve as a
retention program as. well as a program to provide for non-compete requirements:  Under the ARRA and the.rules. -
adopted by Treasury, certain provisions described below relating to incentive compensation and severance payments:are
restricted until we have repaid.the TARP funds. ' Each of our Named Executive Officers have executed waivers so-that
the provisions set forth in their employment agreements that do not.comply with the ARRA will not be enforced for so
long-as Fidelity and F 1dehty Bank are subject to these restrictions;:as, descubed below under ‘”TARP-Related Waivers
and-Agreements.” .. . LT e Catr o : . 4 Sl
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Chief Executlve Ofﬁeer of Fldehty and Frdelrfy Bank fora three—year penod commencmg J anuaty l 2007 The

employmentagreement 'was amenided Débémber 16, 2008, to comply with Intérnal Revenue Code Section 409A

(“Section 409A”) amended effective January 1, 2010, to extend the térm‘of the agreement until December 31, 2012, and

amended effective January 1, 2012, to increase the annual base salary to $750,000. The employment agreement

" provides for'a base salafy '0f$750,000 per year and ‘makes MF. Miiller eligible for 20% of tiis base compensation as
incentivé compensation ‘or stich othér amotnt as detertined by the Compensation Committee following its‘evaluation

' of coiporate and individual performance relative to the exécutive’ ‘cothpensation established-at the'beginning of the

caleridar year’and such othier measures or modifications s the Committee at its sole discretion may consider. “Under the
agreement, if Mr! Miller’s employment is terminated by Fidelity for any reason other than for cause (as defined below),
death; or total disability; Mr. Miller will; upon execution'of a rélease, receive'an amount equal to three times his base
salary less the aggregate amount to be paid in connection with his non-compete agreement (as described below); paid
over a thirty-six (36) month period, and will be eligible to continue participation in the employee benefit programs of
F1de11ty for eighteen '(18) ‘months after the daté of términation on the same basis as other'executives. Tetmination for
“Gause is defined-as the ‘Gotamission of'a felony orfany other ctime’ mvolvmg moral tirpitude; the commission of
d1shonest acts intendéd to result! ‘i personsl gam illegal use of controlled substances, misappropriation of Company
asséts; or thé breach of any other term of the agreement such as the'solicitation of clienits, the solicitation of employees,
covenants not to compete, or confidentiality. If such payment were to be made under the current employment '
‘agreement, such payment would equal approximately $2.25 million, excluding payments related to continued
participation in the employee benefit programs::Payments inade by Fidelity and Fidelity Bank for Mr. Miller’s
employee beneﬁt programs totaled less than $10 000 in 201 1

: Addlthna:lly, the employment agreemeﬁt prevrdes that upon ‘terfhination of Mr Miller’s employment, fora:
penod of eightéen ¢18)-months:{the *Non-Compete Period”), he will tiot.engage in-a:competitive business within:a fifty
(50) mile radius of Fidelity’s Buckhead location, its headquarters, will not solicit customers or employees of Fidelity,
and will not disclose any confidential information of Fidelity. In consideration of Mr. Miller’s non-compete agreement,
he will receivetan -amotint equal to 60 pei*éent “(60%) of his base salary for éach year or portion thereof during the Non-

“Compete Périod: Tn addition; Frdelrty wilk maintain duting Mr. Miller’s lifetime, regardless of the termination of his
employment orémployment: agreemetit for any" reason, msuranee pohcres in the aggregate face amount of $8 miillion
payable to h1s des1gnated lteneﬁeranes or h1s e‘state -

F1de11ty and F1de11ty Bank also entered into an employment agreement with H. Palmer Proctor, Jr.-as President
of Fidelity and Fidelity Bank for a three-year period commencing January 1, 2007. The employment agreement was
amended Deceraber 16, 2008; to comply with Section'409A, aniended effective January 1,2010, to extend the term of
the agreemerit until December-31; 2012, and amended effective Jatiuaty 1, 2012, to increase the.annual base salary to
" $460;000: :The employment: agreement: provrdes”’for ‘a base salary of $460,000 per year and makes Mr. Proctor eligible
for 20% of base compensation’as incentive comlaensatlon ot such other amount as determined-by the Compensation
Committée following its evahiation of orpotate and individual:performance relative to the executive compensation
established at the beginning of the calendar yearand such other measures or' modifications as the: Committee-at its sole
discretion may consider. Under the agreement, if Mr. Proctor’s employment is terminated by Fidelity for any reason
other than forscause (as défined-above), death; or total disability, Mr.; Proctor will, upon execution of a release, receive
an amount equal to:three tinaes his base salary:less the aggregate amount td be paid in connection with his non-compete
agreement (a8 described below); paid;over a thifty-six(36) nionith period; and will be eligible to continue participation
in the employee beneéfit prograiis of Fidelity for eighteen (18) months-after the date of termination on the same basis as
othier executives. If sich payment were to be made under thé-current emiployment agreement, such:paymentswould "

eqﬁal approximdtely $1.38:millivn;, excluding payments related to continued participation in the employee benefit -
programis. “Payments:made by Fidelity and Fidelity Bank for Mr. Proctor’s employee benefit programs totaled lessthan
$ 10 000 in 2011

Addltlonally, MP Pre%tor agrﬁees that upon termmatlon of h’lS employment for & penod of e,lghteen (18) months

(the “Non-Compete Period”), he will not ehigage in‘acompetitive business withina fifty (50) mile radius of Fidelity’s

* Biickhead location; its headquarters;-will not:solicit: customers or employees of Fidelity, and will not disclose any
confidéntial information of Fidelity. Tn consideration of Mr. Proctot’s:fion-compete agreement, he will receive an- -

' amount equal t6'40 percert (40%) of his base salary for euch year orportion thereof during the Non-CGompete Period.
Inn-addition, Fidelity will maintaiti-during'Mr. Proctor’s lifetithe, regardless of the termitiation of his employmentior -
employment agreement for any reason, insurance policies in the aggregate face amount of $1.5 million:payable to his
designated beneficiaries or his estate. -
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Executive Continuity Agreements. Fidelity maintains executive continuity agreements with James B. Miller,
Jr., H. Palmer Proetor, Jr., Stephen H. Brolly, and David Buchanan to.encourage such executive officers to.continue:
thelr employment with Fldehty following a change of control. Each agreement ensures that the executive will maintain
his salary following:a change of control-for a-period: oftime up to,one.(1) year with-respect to Messrs. Brolly and
Buchanan and up-to three (3) years for Messrs..Miller and: Proctor.and will continue to have the benefit of incentive or
.- other programs generally available:to-executives. If any executive is terminated other than for cause, total disability, or
«.. death during the appheable change of contre] pgriod or the executive terminates his employment for. good reason, the
executive will receive, for.a period of one (1) year.with respect to, :Messts. Brolly and Buchanan, or a period of three 3)
years with respect to Messrs. Miller and Proctor, his final ‘compensation less the aggregate amount to be paidin .. ..
connection with the executive’s agreement not to compete with Fidelity, not to solicit its customers or employees, and
to maintain the confidentiality of its confidential information. Additionally, each executive agrees that, for a period of
time (twelve (12) months-for Messrs.;Brolly-and Buchanan and eighteen (18)-months for Messrs. Miller and Proctor -
(the “Non-Compete Period™)), he will not engage in a competitive business, within a fifty (50) mile radius of Fidelity’s
Buckhead office, its headquarters, will not solicit customers or employees of Fidelity, and will not disclose any
confidential information of Fidelity. In consideration of such agreement; each executive will receive a payment equal to
40 percent(40%) of his; base salary for each year,or portion thereof during the:Non-Compete Period with respect to-
Messrs. Proctor, Brolly; and Buchanan; and equal to-60 percent (60%) of his hase salary for each year or portion thereof
during the. Non-Cempete, Period WLthrespeet to Mx. Miller: The executives will also continue to be eligible to
.. participate:in Fidelity’s benefit plans for twelve (12) months-with respect to-Messts. Brolly. and Buchanan, or eighteen
(18)-months with respect,to.Messrs: Miller and Proctor, and will be entitled to outplacement services fora period up to
two (2).years:that will beipaid by Fidelity: (wa;th a maximum cost 0£$20,000). The executives will not receive a - -
duplication-of benefits under the Executive Continuity Agreements and any Employment Agreement or other .
~ -agreement, program, Or arrangement, because benefits pard under the Executlve Contmulty Agreement will be reduced

by anyaslmllar beneﬁts pa1d otherwise, .- - ERET Ry : ( o

If payments were to be made under the current executive contmulty agreements, such payments would equal
approximately $2.25 million, $1.38 million, $250,000 and $400,000 for Messrs. Miller, Proctor, Brolly, and Buchanan,
respectively, reduced. for payments-made, if -any, under the.employment agreements described above, excludmg
payments related to continued participation in the employee benefit programs and possible outplacement services as
described above. Payments for employee benefit programs made by Fidelity and Fidelity Bank totaled less than
$10,000 for each Named Executive Officer in 2011. The executive continuity agreements were amended and restated
December 16, 2008, in order to comply w1th the rules of Sectlon 409A.

g Under the executlve eontmulty agreements “ﬁnal compensatlon sdeﬁned as, the hlghest of (1) the executive’s

‘,compensatlon for the ;12 full calendar monthsimmediately preceding the change of control; (ii) the executive’s annual
base salary rate payable:hy Fidelity, the Bank and any affiliate, in effect 1mmed1ate1y preceding the change of control;
or (iii) the executive’s annual base salary rate as set by Fidelity, the Bank and any affiliate, effective at any time during
the employment period.. Termination for “goed reason” by the .execytive is defined as an uncured event which occurs
without the executive’s consent such as gn adversg;material. change in responsibilities, an. assrgnment of responsibilities
inconsistent with the position of the exegutive; amy. removal of the-executive from a pesition held prior to the change in
control, a reduction in salary or incentive compensation, required relocation more than 15 miles from his current place
of employment, or the failure of F1de11ty to contmue any benefits in which the executive participated prior to the change
in control. RTINS Eee o

- FARP-Related. Waivers.and Agreements -In.conneetion with.the TARP. CPP, each of the Named Executive
Officers (i)-executed a waiver voluntarily waiving any claim.against Treasury or Fidelity for any changes to .
compensation or benefits arrangements that are required to comply. with the regulation issued by Treasury under the
TARP CPP and acknowledging that the regnlation may require modification of the compensation, bonus, incentive, and
other benefit plans, arrangements, and policies-and agreements (collectively “Benefit Plans”) as they relate to the period
Treasury holds any equity or. debt securities of the’ ‘Company: aequlred through the TARP; and (ii) entered into a senior
executive officer agreement with Fidelity amending the Benefit Plans with respect to each such Named Executive
Officer as may be. necessary during the period that T reasury.»,owns any debt or equity securities of the Company acquired
pursuant to the Purchase Agreement or the Warrant, to comply with Section 111(b) of the EESA. None of the payments
under any of our agreements with our Named Executive Officers would be considered Excess Parachute Payments.
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What are the Elements of Compensatwn ‘and How Each Element F its mto Overall Compensaaon Ob]ectlves

Annual Salary ‘The Committee’ belleves that the most 1mportant element of executive officer compensation to
attract, refain; and motivate executive officers in‘our market is annual salary; whichi is heavily weighted in the
determination of each executive officer’s total compensation. The Compensation Commiittee believed that the-executive
officers acted decisively and-effectively during the econoinic problems:that continued throughout 2011;-and based-upon
- the Committee’s review of the performance. of the banking industry i our markets and Fldehty s 1nd1v1dual ﬁnanclal
performance the executrve ofﬁcers were g1ven salary mcreases effectwe January l 2012

* Bonus.  The Compensatlon Coimmittee does not proVIde)for abonus plan as'an element of total exeoutive
officer compensation; although one-time dlscretmnary bonuses have been awarded from t1me to: tame to ?eertam
executrve ofﬁcers for achlevement and supenor performance ‘ : :

Incentive Compensatzon As descnbed above, each executive ofﬁcer is e11g1ble for: 20% “of his salary or other
base compensation, or such other amount as-determined by the Compensation Commrttee as mcentlve compeénsation.
Absent the restrictions imposed underthe TARP Rules, such mcentlve compensatron miay be paid in the form of cash or

equity. The TARP'Rules restrict the ability of Fidelity to pay incentive compensation:to certain employees, other than
in the form of restricted stock that:contains certain restrictions. - Stock options and restricted stock awards are granted to
executive officers from time to time 1 10 enhance thé alignmenit of their objectives:with those of shareholders in terms of
building value, to provide an opportunity for iicreased levels of ownershlp by executive officers, to encoirage
executive officer retention through longer-térm incentives, and to maititain competitive levels of totat compensation:
Options are generally awarded at the closing market price on the date of'grant: ‘The Compensation Comitnittee has never
granted options with an exercise price that is less than the closing price on the date of grant:* The'Compensation
Committee will from time to time award optlons as an mducement to _]om the Company and these are generally awarded
with the date of h1re as'the grant date ‘ . ! SR . :

F1de11ty, asa TARP rec1p1ent was restrrcted from paylng bonuses or grantmg stock optlons to certam
execut1ve ofﬁeers

‘Other Compensatmn :

We provide executive officers with perquisites and other personal benefits that are beheved to be reasonable
and consistent with the overall compensatlon program:to assist with attracting and retaining executive officers. These
perquisites and benefits are periodically reviewed for-éomiposition and appropriateness.” Certain ‘executive officers are
provrded 11fe insurance through spht-dollar plans, company automoblles, and country club membershlps

Fldehty has adopted certain’ broad based employee beneﬁtpla‘ns in whlch exeiitives and other: ofﬁcers
B together with employees, hiaVe the right to participate.: Benefits under thiese:plans are not-directly or indirectly tied to
Fidelity’s perfonnance Conmbutlons by Fldellty to the' 401(k) Plan{ ‘are voluntary, at the eleetlon of the Boaxd of

Voo

D1rectors - AN : @

Summary Compensation Table

The following table sets forth the annual total compensation paid by’ Fidehty and its subsidiaries for 2011,
2010, and 2009, to our Named: Executive Officers: No bonuses or non-eqmty mcentlve plan compensatlons Were pard

to-any Named Executrve Ofﬁcers il 2011 2010, or 2009 ' i
' Restnctedr DR R

Nameand;Pnncrpal dowb fipey ; - Stock i Al Other = -
L - . Position-* = woXear 3 Salary Awards®: Compensation - -.Total . . .
James B. Miller, Jr.. .. ,... -201 . $600,000 e - $174,0150 . 8§774, 501 /
Chairman and Chtef P 2010. ., _600 000 .$112,500 176,685 ) 889 185;_

‘Executive @ﬁcer S L2000 600 000 - 128471 728 4711
Stephen H. Brolly T 2011 b Y 200,000 B 3,000@ 203,000~ -

Chief Financial Officer 2010 200,000 90,000 5,002 295,002

2009 200,000 - 6,000 206,000
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Restricted

Name and Principal - S Stock All Other
Position "Year ~ 'Salary  Awards® Compensation Total

H. Palmer Proctor, Jr. 2011 _ 360,000 112,500 13,6619 ~ 373,661
President 2010 0 e 360,0(505 I 16,617 - 489,117°
2009 360,000 - 16,531. " 376,531

David Buchanan 2011 .. - .260,000 - .. 8,011 268,011
Vice President i 2010 260,000 112,500 8,766 381,266

. 2009 260000 - 9434 269,434

.

Includes Fldelrty s matchmg contributions of $1,000 to Mr. Miller’s: account in the tax—quahﬁed savings plan
(“401(k) Plan™), $3,735 for personal use of a company automobile, and $166,482 for life insurance for Mr.
‘Miller under spht-dollar and corporate owned life'insurance policies (based on standard IRS tables providing
the cost of term life insurance for comparable coverage). Under the spht-dollar insurance policies, Fidelity
will receive, upon termination of the pélicies, proceeds equal to the insurance premiums paid plus a market
y1eld Also mcludes $3 284 for annual club fees based on personal use.

.Represents Fldellty s matchmg contnbutlon of $3 000 to Mr Brolly s account m the 401(k) Plan

Includes Fldehty s matching contributions of $7,350 to Mr. Proctor s account in the 401(k) Plan, $3,126 for
personal use of a company automobile, and $1,458 under split-dollar life insurance policies (based on standard
IRS tables providing the cost of term life insurance for comparable coverage) in which Fidelity will receive,

upon termmatlon of the pohcy, proceeds equal to the i insurance* prermums pald plus a market yield. Also,
: 'v mcludes $1 727 for annua club fees’ based on personal use. :

;,Includes F1dehty S matchmg contrlbu'uons of $5 200 to Mr Buchanan s account in the 401(k) Plan, $1 720 for-

. personal.use of a company automobile;: and $1,091 under a split-dollar.life insurance policy (based on standard

- . -IRS.tables;providing the cost of term life insurance for comparable coverage) in which Fidelity will receive,

®

upon termination of the policy, proceeds equal to the insurance premiums paid plus a market yield.

The value of the stock awards is calculated in accordance w1th FASB ASC Toprc 718, without a forfeiture

h amount

N Grantso'f Plan-Bas‘ed AWards for ZOIl o
There were no grants of plan—based awards to the named Executwe Ofﬁcers in 2011

Outstandmg Eqmty Awards at December 31, 2011 -

‘The followmg table sets forth the outstandmg equlty awards at December 31 201 1, for the Named Execunve Ofﬁcers

Option Awards . Stock Awards
B Incennve - Equity Incentrve
* Numberof -~ e plan'awards:©  plan awards:

Securities number of market or payout

Underlying : - * ERE unearned shares,  value of unearned

Unexercised - . Option -~  :Option - . units or other shares, units, or

T Options - Exercise =~ Expiration rights thathave - other rights that
‘“Name Exercisable Price = Date’ ~  notvested (#)  have not vested (§)
James B. Miller, Jr. 75,000 $ 460  07/22/2013 25000 $149,500
Stephen H. Brolly 5,000 4.60  07/22/2013 20,000 119,600
H. Palmer Proctor, Jr. 75,000 4.60  07/22/2013 25,000 149,500
David Buchanan 750,000 460 ~ 07/22/2013 25,000 149,500
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Option Exercises and Stock Vested

There were no opt1on exercises and no stock awards vested for any of the Named Executive Officers for the
year ended December 31, 2011.:

Nonqualified Deferred Compensation

There is a nonqualified deferred compensation plan available to executive officers to provide an opportunity to
defer amounts in addition to that which may be deferred under the 401(k) Plan. Under the nonqualiﬁed deferred
- compensation plan; the Board or its.designee specifies the employees eligible to participate in the plan and the effective
date and period of each such employee s eligibility to participate. The amount deferred by the partlclpant is deducted
.each pay period:i -w}goh the participant has compensatlon during the penod of participation.. Upon written notice by
December, 31St each year; a part1clpant ‘may increase, decrease, or discontinue the deferral ¢lection for the followmg
year. A parucxpant’s interest in the value of the account is. 100% vested and non-forfeitable. -

The participant’s account is credlted w1th earmngs (or losses) determined assummg the amounts credited to the
account were invested in the investment funds the participant has selected from the funds made available from time to
time under the plan for such purpose. There is no current or potential future cost to the Company because the plan
_ acquires the mvestments to match employee mvestment selectlo

Unless the part1c1pant has speclﬁed a date for the co \ encement of d1str1but10ns, on the pamcxpant s
termination of service with, or retirement from, the Company, the amounts crethed to the account shall be paid
commencing as soon as feasible after such termination of service or retirement; pmvrded that in the case of a participant
that is a “key employee” (as defined in Section 409A), if the stock of the employer'is then publicly traded on an
. established securities market‘or otherwise; any amounts which become payable from this plan within the first six

‘months after such partwrpant’s terinination shall:be-delayed and: pa1d nnmedlately followlng the close of such sixth
month (or, if eatlier, the date of suich participant’s death). - e :

' Inno event will a d1str1but10n of any part of a participant’s account be made prior to the earliest of (i) the
participant’s termination of service unless the participant has specified a later date in an election then in effect, (ii) the
date specified by the participant in the most recent election then in effect, (iii) the date the participant becomes disabled,
(iv) the death of the participant, or (v) the occurrence of an unforeseeable emergency

At the end of each year, the Board (or its desighee) determines Whether there will be an employer contribution
credit for the year. Such determination is.made on an individual participant basis, with the Board having absolute
discretion to determine whether an individual participant will be credited with an ‘employer contribution, the amount of
such contribution, and the conditions the participant must satisfy to be credited with such contribution. Although the
plan provides for Company contributions, there have been no Company contributions to this plan for the past five years.

The followmg table sets forth the nonqualified deferred compensatlon transactions for the year ended
December 31,2011, and the aggregate balance at December 31, 201 1, for the Named Executive Officers:

. Executive Aggregate
R Contributions in - - Earnings - : Aggregate Balance
" “Name 2011 in 2011 at 12/31/11
James B. Miller, Jr. B $ - $ - $ - -
Stephen H. Brolly B o . - | i -
H. Palmer Proctor, .. s - I
David Buchanan - - o 50,653 (10,362) ...560,813

There were no Company contributions to or withdrawals or drstnbutlons from this plan for the year ended
December 31, 2011.
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: Agreements with Executive Officers and Post-Employment Compensation

Messts. Miller, Proctor, Brolly, and Buchanan have entered into employment and executive contmulty
agreements that are descrlbed in the Compensatlon Discussion and Analysis section.

There were no other arrangements or understandings between executive officers or nominees for directors with
any other person who was, or 1s to be, selected as a director, executive ofﬁcer or nominee.

Tax and Accounting Considera;ti(‘)ns:“'

The Company’s compensation programs are affected by each of the following:

®  Accounting for Stock-Based Compensation—The Company accounts for stock-based compensation in
accordance with the requirements of ASC 718. The Company also takes into consideration ASC 718 and
-other generally accepted accounting principles i in deterrmmng changes to pohcles and practlces for its
stock-based compensatron programs :

®  Section 162(m) of the Internal Revenue Code—This section limits the dednctibility of compensatron for
. our chief executive officer and our other Named Executive Officers unless the compensation is less than
$1 million during any fiscal year or is “performance-based” under Section 162(m).

e . .Section 4094 of the Internal Revenue Code—Section 409A imposes additional significant taxes in the
event that an executive officer, director or service provider received “deferred compensanon” that does not
satrsfy the requirements of Section 409A. We beheve that our p]ans have been desrgned and are operatrng
to appropriately comply with Section 409A N s .

e Section 111(b)(2) of EESA. ~ provrdes for the executive compensatlon and corporate governance standards
to include limits on compensation that exclude incentives for senior executive officers of financial
institutions to take unnecessary and excessive risks that threaten the value of the financial institution;
required recovery of any bonus or incentive compensation paid to a senior executive officer based on
statements of earnings, gains, or other criteria that are later proven to be materially inaccurate; prohibition

-on;the financial institution from making any “excess parachute payment” to any senior executive officer,
‘as deﬁned under Sectron 280G of the- Internal Revenue Code. (an “Excess Severance Payment”), during the
-period that Treasury holds-an equity. or debt. posmon and agreement to hmlt a claim to a federal income
tax deduction for senior executive compensatlon in excess,of $500,000 per year. .

_ Executive Share Ownership: Gmde]ines

.- The Compensatlon Commrttee supports share ownershlp by its executlves but has not ;mposed formal
ownership guidelines as of December 31, 2011. Details regarding the ownership of shares by the Named Executrve
Officers are set forth under "Secunty Ownershlp of Certain Beneficial Owners and Management."

Compensatlon of Nonemployee Dlrectors B

- Durmg 2011 each nonemployee d1rector of F1de11ty recelved a, $10 000 annual retamer, pald m. four quarterly
mstallments divided equally between Fidelity and Fidelity Bank In addition, each nonemployes. dnector received
$2,000 for each.: Frdellty and Fidelity Bank:Board of. Dlrectors meetrng attended and $1,000 for each committee -
meeting attended.. . :

L

Director retainers and fees are reviewed periodically by the Co'm‘pensatlon' Committee and adJustrnentszare
recommended to the Board. The retainers and fees are believed to be competitive and appropriate to attract and retain
well-qualified and committed members. The nonemployee members of the Board of Directors are provided no
compensation or benefits other than retainers. and fees. .
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The followirig table sets forth the compénsation of honémployee-directors for the year ended December 31,

2011. \ )
| . FeesEamed
and Paid in
Name Cash

“Major General (Ret) David R. Bockel @~~~ '$45,000

Wm. Miliard Choate ‘ ‘ 45,000

Dr. Donald A. Harp, Jr. B ‘ 43,000

‘KevinS.King @ " 7 0 50,000

William €. Lankford, Jr.. = e 49,000

W. Clyde Shepherd III ¢V 46,000

Rankin'M. Smith, Jr.® . - . 49,000

M Each of these directors was awarded 1,000 stock options on July 22, 2008, with an option exercise price of
$4.60, an option expiration date of July 22, 2013, and a vesting schedule of one-third for three years beginning
July 22, 2009. As of December 31, 2011, none of the options had been exercised and each of these directors
had 1,000 stock options vested and 1,000 stock options outstanding.

" ‘There weré no stock options, stock _éwétgls, non-equity incentive piaﬁ”ébmpeﬂsati'on,' or other compensation
granted or paid for the year ended December 31,2011, o '

- Jamés B. Miller, Jr., the Company’s Chairman‘and Chief Executive Officer, and H. Palmer Proctor, Jr., the
Compatty’s President, are riot included in the above table as they are employees of the Company and thus réceive no
 compensation for their sérvices as directors. The compensation received by Messrs. Miller and Proctor as employees of
the Company is shown in the Summary Compensation Table on page'19. - TT e

' COMPENSATION-COMMITTEE REPORT
The Compensation Commitiee has reviewed Fidelity’s Comperisation Discussion and Analysis for the fiscal
year ended December 31, 2011, and has discussed the contents with management. S s

]'Bas“éil'uﬁbn the review and discussion'noted above, the Compensation Committee has recommended to the

“ Boatd that the Comperisation Discussion atid Analysis be included in this Proxy Statement fot the fiseal year ended

December31, 2011, and annual report on Form 10-K. The Compensation Discussion and Analysis sets forth the
committee’s (1) description of each senior executive officer compensation plan and explanation-of how each Named
Executive Officer compensation arrangement does not encourage the senior executive officers to take unnecessary and
excessive risks that threaten the valué of'the' finantial insfitution, (2) identification of the employee compensation plans
and explanation of how any unnecessary risks posed by the plans have been limited, and (3) explanation of how the
employee cothipensation plans do not encourage the manipulation of reported earnings to enhance the compensation of
any employee. - R ' v oo
In addition, the Compensation Committee certifies that at meetings held in March and September 2011, (1) it
reviewed with Fidelity’s senior risk:6fficer the incentive compensation arrangements with its Named Executive Officers
and has made reasonable efforts to ensure that such arrangements do not encourage these senior executive officers to
" take unnedessary and excessive risks that threaten the value of thie financial institution; (2) it reviewed with Fidelity’s
senior risk officer the employeé compensation arrangements and has made all reasonable efforts to limitany
unnecéssaty risksthese atrangetents pose fo'the financial institution, and'(3) it reviewed the employee compensation
arrangements to eliminate any features of those arrangements that would encourage the manipulation of reported
earnings of the financial institution to enhan}ce\the compensation of any employee.
“'Major General (Ret) David R. Bockel, Chairman
Seme s Wm! Millard Choate :
Dr. Donald A:‘Harp, Jr.
Rankin M. Smith, Jr.
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' COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

- " The members of the Compensatlon Cormmttee of the Board of Directors are Major General (Ret) Dav1d R.
Bockel, Chairman, Wm. Millard Choate, Dr. Donald A. Harp, Jr., and Rankin M. Smith, Jr. No member of the
Compensation Committee is or was an officer or employee of Fldellty or any subsidiary. There are no Compensation
Committee interlocks between Fidelity ‘and other entities involving Fidelity’s executive officers and members of the
Board of Directors who serve as executive officer or board member of such other entities. :

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS. .

Fidelity has a written related person transaction policy that governs the identification, approval, ratification,
and monitoring of any transaction that would be required to be disclosed pursuant to Item 404 of Regulation S-K under
the Securities Act of 1933. The Boatd of Directors of Fidelity must approve all such transactions under the policy. - No
member of the Board of Directors:may participate in any review or approval of a transaction with respect to which such
member or any of his farmly members isa related person. :

. During 2011, Fidelity Bank pa1d $269,069 to Choate Construction Company, of whlch Mr: Choate a dlrector
and’ member of the Compensation Committee of Fidelity, is the majority shareholder. The Board of Directors approved
the transactions, with Mr. Choate abstaining, determining that they were made on terms no less favorable than the terms
generally available to an unaffiliated third party under the same or similar circumstances, and complied withiFidelity’s
established policy. After review of the facts, it has been determined that Mr. Choate is still consrdered mdependent
under the NASDAQ Marketplace Rule. ..

Fidelity Bank has had, and expects to have in the future, loans and other banking transactions in the ordinary
course of business with directors (including our independent directors) and executive officers of Fidelity and its
. ‘Subsidiaries, including members. of their familiés or.corperations; partnerships or other organizations in. which such
officers or directors have a controlling interest. These loansare made on substantially the same terms (including
interest rates-and collateral):as those prevailing af the time for comparable transactions with unrelated parties. Such
loans do not involve more than the normal risks of repayment nor present other unfavorable features. ‘As of December
31, 2011, Fidelity Bank had loans outstandlng to executlve ofﬁcers and drrectors and their controlled entities
aggregatmg appr0x1mately $4 rmlhon ' . Bs AL R

CODE OF ETHICS

The Board of Directors of Fidelity:has: adopted a Conﬂlct of Interest Pohcy / Code of Ethrcs apphcable to all of
its directors and employees, including its chiéf executive officér and each-of'its senior financial officers that complies
with applicable regulations under the federal securities laws and the NASDAQ Marketplace Rules. The Code is
available under the Investor Relations section of our website at www. ﬁdelztzsouthern com.’ Fldehty mtends to disclose
any amendment or waiver by postmg such 1nformat1on on its webs1te ‘ :

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The followmg table reflects the number of shares of Common. Stock beneﬁcrally owned as of March 2,2012,
by (1) each person known-to be the beneficial owner of'more than five petcent of the Common Stock of Fidelity, (2)
each director, (3) each Named Executive Officer, and (4) all directors and executive officers as a group. :

Unless otherwise indicated, each of the named individuals:and each member-ofithe group has sole or-sharéd
voting power or investment power with respect to the shares shown. Unless otherwise indicated, the address of each
‘person or entity namied in the table is: c/o F1de11ty Southern Corporatron, 3490 Piedmont Road NE Suite 1550, Atlanta,
Georgia: 30305 Fut . : _ :

The number of shares beneﬁ01ally owned by each shareholder is determmed under rules promulgated by the
Securities and Exchange Commission. Thetinformation is not'necessarily indicative of beneficial ownership for any
other purpose. Under these rules, beneficial ownership includes any shares as to which the individual has sole or shared
voting power or investment power:and any sharés as to.-which the individual has:the right to acquire beneficial

- ownership:within 60 days of March 2; 2012, through thie exercise of any stock option, warrant,or other right. The -

inclusion in the following table of those shares, however, does not constitute an admission that the: named shareholder is
a direct or indirect beneficial owner of those shares.
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. e - Amount and Nature of -
Name of Beneficial Owner Beneficial Ownership Percent of Class

Wellington Managément Co, LLP -~~~ -~ .77 71,309,296 T - 9.52%
2800 Congress-Street = v e e o ' o ’
Boston,MA0221‘0-‘1023 R AR IPRC S )

The Bafié Fund Co, LLC™ ™+ ¢ - " i s e 1,075,777 ' - 7.82
20 North Wacker Drive " R R U ' AT
Suite 3300
Chicago, IL 60606-3105 =~ . - YR e ST w : .

James B. Miller, Jr. 3,295,145 @ 23.83

Major General (Ret) David R. Bockel e Gl 28,489 @ R *

. Wm Millard Choate = G e 0,209,581 @ 152

:Dr.Donald A. Harp,Jr . L a0t e e w0 16,687 R Sk

KevinS.King . B I e 23468 @ *

William C. Lankford, Jr Coel o 9519 0 ® *

H. Palmer Proctor, Jr. 325,299 © 2.35

W. Clyde Shepherd HI - = = .~ - Wi et e 20279870 0D 02,03

.- Rankin M: Smith, Jr. % . SRRy Coo 233258 @ o0 169
- Stephen H.Brolly. = .. See e e e 42,307 O e C*
- David Buchanan:. : T I i o - 272,030 49 . 197

All dnectorsandexecutlveofﬁcers S 4735323 @Y . 33.92
as a group (11 persons) e ¢t

*Less than 1 %

O, Includes 75 ,000. shares that Mr. Mlller has the ngﬂat to. acqu:;re pursuant to outstandmg stock optlons 323, 673
" shares-held by Mr.. Miller’s children, grandchildren; and family trust,.and 204,032 shares held by BAC -
.0 ~Properties Partnership, LEP; a.company:-of-which Mr Ml]iler and h1s w1fe s estate.own 40% Also mcludes
“oo0 o 94,350 shares owned by his wife’s estate.: .. s : .
@ Includes 280 shares held by Major General (Ret) Bockel s w1fe¢
®  Includes 63,954 shares held by a Choate family partnersth :
®  Includes 1,000 shares that Mr. King has the nght to acquire pursuant to outstandmg stock optlons and 4, 712
shares held by Mr. King’s wife. = =
©  Includes 2,043 shares held by Mr. Lankford’s wife.
©. - Includes 75,000 -shares that Mr. Proctor has the right to-acquire pursuant to outstanding stock optlons, 7,812
... shares held by Mr. Proctor’s childten; and 10,213 :shares heM“oy Mr. Proctor’s wife. .
™. Includes 1,000 shares that Mr./Shepherd has the right to acquire pursuant to outstanding stock optlons -and
: 37,079 shares held by a Shepherd:-family. foundatlon, 5,365 shares held by a fannly partnership; and 1,930
shares held by Mr. Shepherd’s child. :
®  Includes 1,000 shares that Mr. Smith has the rlght to acqmre pursuant to outstandmg stock optlons, and 313
¢ shares‘owned by MrSmith’s wife.
®  Includes 5,000 shares that M. Brolly has the nght to acqulre pursuant to outstandmg stock options.
-2 99 Tncludes 50,000 shares that M¥. Buchanan has the right to acquire pursuant to outstanding stock options.
3 (D Includes 208;000 shares that the beneficial owners: have,, e nght to acqune pursuant to-outstanding stock
options. : G TR _

r..Seetnon 16(a) Benef' clal Ownershlp Reportmg Comphance S s e

%

Seonon 16(a) of the Exchange Act requn'es F1dehty 'S dlrectors; executwe ofﬁcers and persons who own more
than 10% of the Common Stock of Fidelity to file reports of ownership changes with the SEC. To the Company’s :
knowledge, durmg 2011 all reports of beneﬁmal ownershlp of securltles were ﬁled t1me1y with the SEC.

e

AUDIT COMl\dITTEEr REPORT
Fldehty s Board of Dlrectors has determmed that the members of our; Autht Commlttee are mdependent as

deﬁned ifr Rules 4200(2) (15) and:4350(d) of the NASDAQ. Marketplace Rules, Sectlon 10A-3 of the Exchange Act and
** have the knowledge and experience required by Rule4350(d):~ e
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The Audit Committee has reviewed Fidelity’s Annual Report on its Form 10-K and the audited consolidated
financial statements for the year ended December 31, 2011, and discussed the financial statements with management.
The Audit Committee has discussed with Ernst. & Young LEP, Fidelity’s independent registered public accountants,
those matters required to be discussed by Statement of Audmng Standards No 61, as amended as adopted by the Public
Company Accountmg Oversrght Board in Rule 3200T e ;,,, . , o

. The Audit Commlttee has recelved and rev1ewed the. wntten dlsclosures and the 1etter from Ernst & Young
- reqmred by the . Public Company. Accounting Oversight Board Rule 3526, Commumcatzon with Audzt Commzttees

" Concerning Independence, and the members of the Audit Committee have discussed the mdependence of Emnst &.
Young. The Audit Committee has also reviewed,the Report of ‘Management on Internal Control Over Financial
Reporting and Ernst & Young’s Report of Independent Registered Public Accounting Firm with management, the
internal auditors, and Ernst:& Young. The-Audit:Committee has determined that'the providing of professional services
by Ernst & Young, in addltlon to audit-related serv1ces, is compatlble w1th the maintenance of the accountant’s
independence. . . - et . . : »

Based upon the review and discussions noted above, the Audit Committee has recommended to. the Board of

mcluded in: 1ts Annual Report on Form 10-K for;jhe ﬁscal year ended December 31 2011 and be. ﬁled w1th the SEC

Kevm S. ng, Chalrman
Major General (Ret) David R. Bockel
o ..« Dr. Donald A Harp, Jro:, .

W1111am C Lankford Jr

]NDEPENDEN T REGISTERED PUBLIC ACCOUNTING FIRM

= i Ernst & Young audlted the consohdated ﬁnanclal statements of F1de11ty and the evaluatron of F idelity’s

x ‘vmtemal control over financial reporting as of December 31,.2011. Representatives.of Emst & Young are expected to be
* present at the Annual Meeting and will have the opportunity to,make a statement if they desire-to-do so and will be

available to respond to appropriate questions.

s FEES ],’AID BY-FIDELITY TO ERNST & YOUNG

The following table sets forth the fees paxd by Frdehty for audlt and other services provrded by Ernst & Young
for ﬁscal years 2011 and 2010 it SR

'ioli | 2010

CAuditFees @i ot om0 s 11 $457,000 $470;500
Audlt-ReIated Fees @ 45,500 62,000
:'Ta.XFCCS s J.(; g e e e i we . .. ; . -
; ,Alloth.erFeesa- T T | Ll e
. Total. . ool et v 1 n0-$502,500 $532,500 -

) Audit fees represent fees for professional services provided in connection with the audit of the financial
statements, review of the-quarterly financial statements, and audit services provided in connection with other
statutory or regulatory filings, including the audit of management’s assessment over financial reporting.
Audit-related fees consist pnmanly of accountmg consultatlon, employee benefit plan audits, and other
attestatlon Services. - ) i

@)

The Audlt Committee approved all audit services provided by Fidelity’s independent reglstered public
accountants during 2011 and 2010 on a case-by-case basis in advance of each engagement. The Audit Committee has
delegated to the Chairman of the Audit Committee the authority to pre-approve non-audit services not prohibited by law
to be performed by Fidelity’s independent registered public accounting firm and associated fees for any non-audit
service, provided that the Chairman shall report any decisions to pre-approve such non-audit services and fees to the full
Audit Committee at its next regular meeting. None of the fees paid to the independent registered public accounting firm
were approved by the Audit Committee after the services were rendered pursuant to the “de minimis” exception by the
SEC for the provision of non-audit services. »
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SHAREHOLDER PROPOSALS

Shareholder proposals mtended to be mcluded in our Proxy Statement and voted on at the 2012 Annoal -
Meeting of Shareholders must be received at our offices at 3490 Piedmont Road NE, Suite 1550, Atlanta, Georgia
30305, Attention: Corporate Secretaty, on or before November 26,2012: ‘Sharcholders" mdy also present at the 2012
Aniiual Meeting ‘any propet proposal that isnot drscfosed in the Proxy Statemient for thdt-meeting without prior notice to
Fidelity.” A's discussed'in’ ' Shareholder Nominees on'page 3, any proposed director nominatien by a shareholder rust be
submltted on or before Novemberﬂl nnmedlately precedmg the next Annual Meetmg of Shareholders ;

COMM’UNICATIONS WITH FIDELI’I‘Y AND THE BOARD
The followmg optlons are avallable to shareholders who want to communicate w1th Fldellty or the Board
" “To communicate with the. Board of Directors, addsess tommunications to the Board of Directors in care of the
Corporate Secretary of Fidelity at 3490 Piedmont Road NE, Suite 1550, Atlanta, Georgia 30305. Communications that
are<intended specifically for a designated director should be:addressed to the director in care of the Corporate Secretary
of Fidelity at the above address. The Corporate Secretary shall cause the communications to be delivered to the
addressees.

To receive information about Fldellty or' Fldehty Bank one of the following methods may be used:

1. F 1dehty Bank s webs1te located at www. lzonbank com, contalns product and marketing data.

2. Frdelrty s webs1te Investor Relatlons sectlon, located at wwwf‘ delitysouthern.com, contains Fidelity
" financial {information -in: addition: to- Audit, Compensation; and Nominating ‘Committee ‘Charters, and
= Fidelity’s Conflict of Interest Policy / Code of Ethics. Online versions of Fidelity’s-annual reports, Proxy
Statements; Forms 10-K:and‘10-Q,-press reledses; and other SEC ﬁlmgs are also avallable through this
website.

3. Fidelity’s Anntal- Report (Form' 10-K), including the: financ¢ial statements and the financial statement
schedules w111 be furmshed free of charge upon written requests

To contact us, please call Fldehty Investor Relations at (404) 240- 1504 or send correspondence to Fidelity
Southern Corporatlon, Attn: Investor Relatrons, 3490 Piedmont Road NE, Suite 1550, Atlanta, Georgia 30305.

OTHER MATTERS THAT MAY COME BEFORE THE ANNUAL MEETING

Management knows of no matters, other than matters descrxbed in th1s Proxy Statement that are to be brought
before the Annual Meeting. If any other matter should be presented for consideration-and voted upon, it is the intention
of the persons naméd as proxies in the ericlosed Proxy to vote in accordance with their judgment as to what is in the best
interest of Fidelity.

; ‘By Order" ofthe Board of Directors,

MarthaC Flemmg '
Corporate Secretary

March28,2012,
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